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OTTAWA -- Governments should implement a wage policy in the public 
sector, according to a study on wage determination in major collective 
agreements* published under the auspices of the Economic Council of Canada. 
The authors, Jean-Michel Cousineau and Robert Lacroix, find that wage 
behaviour in the public sector poses a serious threat to economic stability, 
particularly in periods of stagflation. Consequently, they believe that 
a wage policy should be implemented by government in cooperation with 


unions. 


This study was conducted over the last two years using statistics 
compiled by Labour Canada between 1967 and 1975, before wage and price 
controls began. It focuses exclusively on the major collective agreements 
covering bargaining units of 500 members or more, with the exception of 
the construction industry. In total, more than 3,200 collective 


agreements were surveyed to test various hypotheses put forward by the 


* JEAN-MICHEL COUSINEAU and ROBERT LACROIX, Wage Determination in Major 
Collective Agreements in the Private and Public Sectors, Economic Council 
of Canada. anos and Publishing, Supply and Services Canada, Ottawa, 
Cat. No. EC22-55/1977; price: Canada, $4.00; other countries, $4.80; 

142 pages.) 
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the authors. These agreements affect between 20 and 25 per cent of 

all non-agricultural paid workers and directly cover three out of five 
unionized employees. It is worth noting that whereas in 1967 employees 
in the public and quasipublic sectors comprised only 14 per cent of all 
those included in major collective agreements, they now represent 

almost half. The authors also point out that the public sector 
constitutes a relatively homogeneous "critical mass" for which bargaining 


is much more centralized than in the private sector. 


MARKET FORCES 


Mr. Cousineau and Mr. Lacroix's study reaffirms the importance 
of labour market conditions on wage determination in the private sector, 
thereby discrediting the claim that the presence of unions eliminates 
the effect of market forces on wages. According to the authors, the 
increased unionization of workers has merely altered the channels and 
mechanisms by which economic agents become aware of the forces in play. 
They find that "wage developments in the private sector have been in 
line with prevailing market forces and the desire of workers to protect 
their real income in so far as possible." (p. 115) Furthermore, wage 
developments in the private sector, unlike in the public sector, have 


at no time increased the rate of inflation. 


The rise of unions in the public sector has had a marked impact 
on the rate of increase of wages and on reducing wage disparities. Wages 
in this sector are very sensitive to inflation but relatively impervious 
to labour market conditions. For example, a high rate of unemployment 


will negatively affect wage agreements in the private sector but it will 
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Wave very Little impact On those in’ the public’ sector. If the rate of 
inflation accelerates, wage agreements in the public sector are likely 

to react much more strongly than those in the private sector. The 
authors attribute this sensitivity in the public sector to its particular 
"vulnerabllity” to the unionization of its employees and to pressure 


from unions. 


In summary, their comparison of wage behaviour in the private 
and public sectors between 1961 and 1975, leads Mr. Cousineau and Mr. 


Lacroix to conclude that: 


- wages in the publte sector are clearly more sensitive to 
inflatton than those in the private sector; 

- wages in the public sectorare much less sensitive to labour 
market condittons than those tn the prtvate sector; 

- only tn the publie sector have relatively low wages risen 


by more than htgher wages. 


This has important consequences for general economic policy- 
making. The divergence in wage sensitivity between the public and 
private sectors widens the gap in their relative wage, which is 
particularly pronounced during periods of stagflation. Wage developments 
in the public sector exert upward pressure on wages in the private sector, 
with undesirable consequences for employment, inflation, and the 


competitive position of the Canadian economy. 


CATCHING UP: A NEGLIGIBLE IMPACT 


The authors tested the hypothesis that when losses are 


experienced because inflation was not correctly anticipated - as occurred 
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from 1973 to 1975 - the subsequent rise in wages can be explained by 
wage catch-up. They conclude that the impact of catching up on the 
rate of increase of wages only affected the private sector of the 
economy, and even here it was negligible. This is not to say that 
workers never react to a deterioration in their real income. Rather, 
in the particular situation they experienced in 1973 and 1974, the 
desire to make up for past losses does not appear to have played an 


important role in subsequent wage developments. 


The authors conclude that it is anticipated price increases, 
rather than real wage losses already incurred, that explain recent wage 


developments in the private and public sectors. 


STRIKES AND INFLATION 


The authors show that strikes did not worsen inflation, despite 
the tendency to believe that there is a causal relationship between the 
number of strikes, nominal wage increases and the growth of inflation. 
They observe that private sector wage agreements signed after a strike 


are no different from those reached without a strike. 


As well, the authors examine whether heightened strike activity 
leads to excessive wage increases and, consequently, inflation, and conclude 


that strikes are the result rather than the cause of economic instability. 


Lastly, they note that various forms of intervention in collective 


bargaining, such as arbitration, conciliation, and mediation, do not 


greatly affect the resulting wage agreements. 
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POLITICAL DECISIONS 


Mr. Cousineau and Mr. Lacroix maintain that wage developments 
in the public sector could constitute " a significant factor in 
aggravating at home the effect of international economic disturbances." 
(p. 116) The authors also note the relationship between wage behaviour 
in the public sector and the relative absence of restrictions in this 
sector. The fact that governments are able to redistribute income in 
their favour and have easy access to loans gives them a clear advantage 


over private firms. 


Since the growth in wages in the public sector depends 
largely on decisions that are mainly MSolitican «tne Criteria’ for 
these decisions should serve as a basis for establishing an adequate 
wage policy. Without entering into the details of such a policy, the 
authors determine some prerequisites. First, there is no need to control 
wages in the private sector since they are already subject to market 
restrictions. But "wage settlements in the private sector would be 
easier to achieve if they were not regularly subject to the pressure 


of particularly generous settlements in the large public sector." (p. 117) 


Second, any wage policy should be geared to avoid disparities 


in wage behaviour between the private and public sectors. 


Finally, a wage policy could not be effectively implemented 
without concerted action by the economic agents involved. In Mr. Cousineau 
and ir. Lacroix's opinion, “any wage policy devised unilaterally 
will not alter union pressure or the vulnerability of governments to 


such pressure." 
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Jean-Michel Cousineau is a professor at the school of 
Industrial Relations at the University of Montreal. Robert Lacroix 


is Director of the Department of Economics at the University of 


Montreal. 


For further information: 


Pierre Bergeron 
Information Section 
(613) 993-1894 
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OTTAWA -- sandy pestle in Canada would be harmed 


if Canada were to unilaterally adopt a free trade policy or par- 


ticipate in a free trade area with the United States. 


In a study* published under the auspices of the Economic 
Council of Canada, Dr. Roma Dauphin finds that such trade policies 
would result in a drop in real wages across the country and an off- 
setting rise in the price of natural resources. Since this would 
cause a redistribution of income away from labour and towards the 
owners of natural resources, it would be followed by a readjustment 


in the wealth of the major economic regions in the country. 


With a unilateral end to customs duties and certain non- 
tariff barriers, per capita income in the Prairies, the Atlantic 
provinces and British Columbia would rise by approximately 4 per 


cent as a result of the increase in the price of natural resources. 


By contrast, Ontario would become relatively less important 


in the Canadian economy as a result of this trade policy because of 


RR Oe eae Ca 

*ROMA DAUPHIN, The Impact of Free Trade in Canada, Economic Council of 
Canada. (Printing and Publishing, Supply and Services Canada, Ottawa; 
Catalogue No. EC22-56/1978; price: Canada, $4.50; other countries, 
$5.40; 185 pages.) 
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its high concentration of manufacturing industry. Since the price 
of manufactured goods would fall relative to natural resources, wages 
would tend not to rise and workers who were sufficiently mobile would 


move to the western provinces. 


Such a policy would, however, have its most serious reper- 
cussions in Quebec. There would be an immediate increase in unem- 
ployment because of the lack of mobility of the Quebec labour force. 
As well, wage disparities between Quebec and the rest of Canada 
would widen over the long run. The author believes that even though 
some of the unemployment resulting from free trade could be absorbed 
by the falling birth rate, any trade policy which reduces Quebec's 


importance in Confederation could fan nationalist sentiment. 


Dr. Dauphin maintains that compensatory mechanisms should 
be established for regions adversely affected by a policy of increased 
free trade. He suggests that trade diversification and growing tech- 
nical co-operation with the European Economic Community, as well as 
greater processing of natural resource products, could minimize the 
negative effects of unilateral free trade. Furthermore, these pol- 
icies could increase the real income of Canadians without the unde- 


sirable redistributive effect of unilateral free trade. 


TO THE BENEFIT OF MULTINATIONALS 

In addition to studying the effects of unilateral free 
trade, Dr. Dauphin's study examines the consequences of a customs 
union between Canada and the United States. This free trade area 
would correspond to an exchange of privileges between trading partners 


in the form of industrial subsidies. 
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He concludes that "Canada does not have an intra-union 
comparative advantage in secondary manufacturing, and thus such an 
arrangement would render Canada subject to exploitation by the U.S. 
manufacturers." Hence, before strengthening present trade agreements 
with her southern neighbour, Canada should demand certain production 
safeguards, such as those contained in the Auto Pact, to avoid unduly 
taxing the Canadian manufacturing industry. The author casts doubt 
on the economic benefits that Canada has supposedly derived from 
certain trade agreements. In his opinion, the creation of a free 
trade area can be seen as a protectionist policy and as such should 


be "dismissed as a viable commercial policy option for Canada." 


He mentions, among other things, that certain trade 
guarantees cause a welfare loss in Canada as they are equivalent to 
a disguised production subsidy paid and administered by the U.S. 
parent company to its Canadian subsidiary. This means that the 
gains in technical efficiency that might result from rationalization 
of an industry on a North American scale could benefit certain 


American multinationals but not necessarily Canada. 


Finally, Dr. Dauphin's study suggests that Canada take 
advantage of the present GATT (General Agreement on Tariffs and Trade) 
talks to trade some tariff concessions in order to increase her 
natural resource processing. Through GATT, Canada can try to negotiate 
"a reduction in Canada's highest tariffs in compensation for reduction 
in foreign tariffs in the Canadian resources products industry most 
likely to expand in the region of high unemployment and low per capita 


income." 
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Dr. Dauphin's study was part of the research carried out 
for the Economic Council of Canada's report on commercial policy, 


Looking Outward: A New Trade Strategy for Canada,* published in 


LOTS . 


Dr. Dauphin is Assistant Dean of the Faculty of Arts at 


the University of Sherbrooke. 


*Economic Council of Canada, Looking Outward: A New Trade Strategy 
for Canada, Ottawa, Supply and Services Canada, 1975. 


at 3 


N.B. This study reflects the views of the author and not 


necessarily those of the Economic Council of Canada. 


For more information, pleace contact 


Pierre Bergeron 
Information Section (613) 993-1894 
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PR 78/03 FOR RELEASE 
APRIL 25, 1978 


OTTAWA -- Rising inflation was a major factor responsible 
for a 30 per cent reduction in current net incomes of Canadian manu- 
facturing and other non-manufacturing business firms in 1973 and 
1974, despite the transfer of income from creditors to debtors 


associated with long-term financing at relatively low interest rates. 


According to Glenn P. Jenkins, whose study* of the impact 
of inflation on business was released today by the Economic Council 
of Canada, the combination of inflation and the use of traditional 
accounting procedures has distorted the presentation of business 


income and resulted in extra taxes on business aCtAVity. 


Dr. Jenkins' research was the basis for the fourth chapter 


of the Council's Thirteenth Annual Review,** published in 1976. 


*GLENN P. JENKINS, Inflation: Its Financial Impact on Business in 
Canada, Economic Council of Canada. (Printing and Publishing, 
Supply and Services Canada, Ottawa; Catalogue No. EC22-58/1978; 
price: Canada, $3.75; other countries, $4.50, 140 peqes,} 


**Economic Council of Canada, Thirteenth Annual Review: The Inflation 
Dilemma, Supply and Services Canada, Ottawa, 1976. 
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This chapter showed, among other things, how inflation changes 
the distribution of corporate income among owners, creditors, and 
taxation authorities. In 1974, for example, the amount of addi- 
tional corporate taxes paid solely because of inflation exceeded 


$2 ..6.,bi11ion., 


Under current corporate tax regulations, firms must 
value their plant and equipment at their original cost. Since in- 
flation increases the replacement cost of most equipment the author 
claims it has thwarted the liberal depreciation rules that were 
originally instituted to provide incentives to business enterprise. 
He therefore advocates the adoption of an accounting system based on 
replacement costs that would more accurately reflect the true cash- 


flow situation confronting the firm. 


In addition to plant and equipment, perhaps the most 
serious damage done by inflation results from the undervaluation 
of the replacement cost of goods sold from inventories, and the con- 
sequent overstatement of taxable income. On this one item, the author 
estimates that Canadian firms paid $2 billion in inflation-induced 
taxes in 1974. The industries hardest hit by these additional income 
taxes were the food and beverage, leather, textiles, wood, furniture, 


machinery, metal products, and retail and wholesale trade industries. 


Inflation also causes a flat loss of real income to holders 
of cash balances -- i.e., currency and demand deposits -- through 
money's declining purchasing power. The author estimates that manu- 
facturing and non-manufacturing industries lost $225 million in 1974 


due to this erosion in the real value of their cash balances. 


in 


ed ain nibs a farerd instant aipkvariqy ait eves ve einiahgtas | 
; Abalone gd Bae singe oe Ao 4G bbe Mt agian te sxotwiedd si! 


r diheeez 


wee: Ca c ‘ cata? As , qh WDLITM: rb: Data blow aoits age0g: 1 eam eS: 
A ait ad peihatese etien not ect we? 


t Sd : ‘ ; 


cage Seecdin anu) dhe, tue anaic o% «aaa 


+ oad Mareen! 9 ate hl Lee ye nek nl va snob oven suoOlte® 


eth OMe 5 | ti het Sreisth ah) oi, +, 408 ino 1G FEOD iste) 5.092 ads 20 


2 > * 2 
> “HoaAetAn® af \ooomnt Oldpmed 26 Deere teteve Sieepen 


needhe i -nedso a ae. nettidd £6. .bieq aes pelapee gene 6 ih: <A 


‘4 pitts spa vd +i) dteabasd cotctechet AD) .> Tea ee ae 


= 


| iat nae oy and Meek eens tevadit voi bedseuntd 200 Sem ie ‘ ny : 


‘3 o<* (‘RSELIS3- erie! .peveved Sad. Bear 2it wie vonage ze 


1 5 
(herd eer ici One Lc ieoe> Cre 


Riaz), <2}: 
=] (i cet veiternae dedi re oaol ant’ » aoceo Onle. a627ai7ns 
wild ~ > qe deol beh Ree ¢odesis9 os, 2 o-~ epnelet, steeaee 
“i 7 
arin a 


ee = 


Ac ted) ¢ohapLede poghtoe det , | otewpg. prizesdoceg oalat feed = 


néaptannry  Lesaut yee bie 


On the other hand, inflation brought business enterprise 
some unexpected benefits. When inflation is rising rapidly and 
unexpectedly the interest paid by corporate borrowers on their 
financial liabilities does not fully compensate lenders for the loss 
of purchasing power and the risks inherent in the outstanding debt. 
This causes major repercussions on financial returns. Dr. Jenkins 
notes that the unanticipated transfer of real income from lenders 
to borrowers of short-term financial obligations in 1974 resulted 
in a $528 million gain to the manufacturing and non-manufacturing 
sectors. The financial sector also profited greatly through the 
declining real value of short-term liabilities on which financial 
enterprises pay no or small rates of interest. In 1973 alone he 
estimates a real gain for the financial sector of $1.3 billion. 

By contrast, depositors and creditors holding such assets suffered 


net losses. 


In the case of long-term assets and liabilities too, 
unanticipated inflation renders the real value of future principal 
payments lower than the value expected when the loan was negociated. 
The author finds that, in each year since 1965, inflation has caused 
a net income transfer from bond holders to the manufacturing and non- 
manufacturing firms that issued this type of long-term corporate 
security. Between 1965 and 1974, this transfer of wealth annually 
grew from $81 million to $561 million for the manufacturing sector 
and from $180 million to $894 million for the non-manufacturing 
sector. Individual savers holding the corporate bonds bore most of 
the loss, but financial institutions were also relieved of amounts 
depending on the type of assets they held. In 1973, for example, 


their loss was estimated at $265 million. 
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Overall, the government revenue departments came out the 
big winners in the 1965-74 period. The financial sector also came 
out ahead. The non-manufacturing sector (excluding. utilities and 
finance) broke about even -- picking up about as much from the real 
income transfer on its liabilities as it lost in taxes. The manu- 
facturing sector, however, while getting some relief via its 
borrowings, was the heavy loser through the additional inflation- 


induced taxes it paid. 


Glenn P. Jenkins now is with the Harvard Institute for 


International Development. 


N.B. This study reflects the views of the author and not 


necessarily those of the Economic Council of Canada. 
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OTTAWA -- All attempts to establish a system of job 
security or guaranteed income in the construction industry run into 
the problems of the extreme diversity of construction employees in 


terms of their region, trade, age, status, etc. 


According to Gérard Hébert, in the second volume* of a study 
on labour relations in the Quebec construction industry released today 
by the Economic Council of Canada, we are no closer to stabilizing 
employment and income than when we first began in the early 1970s, 
despite the fact that increased centralization and regulation have 


made Quebec a prime testing ground for such an experiment. ** 


For this reason, after analyzing the three successive job 
security systems in the construction industry that generally failed 


and reviewing the conclusions contained in the Cliche report, the 


<g A 


Volume II, Economic Council of Canada (Printing and Publishing, 


Supply and Services Canada; Catalogue No. EC22-52/1977-2; price 
Canada - $5.00; other countries -— $6.00; 261 pages) 


** Gérard Hébert, Labour Relations in the Quebec Construction Industr 


Part I -- The System of Labour Relations, Ottawa, Supply and 
Services Canada, 1977 


“at 20: deneD Athenee oF omer Ifa o- aia 2 aa, 
oth gic%, yeteubat sorsuataaos add ot emoon begtnstarp 20 c | 
nk aaeyo iets noidsis9 cage 30 yeiereveb onerdxe eit to no Ldereq as! 

. a apie (evere 908 .sbart nokes ttedd, es 


or & io Wemulov Byosss ont at soda 28150 ot opkbaooos | 
Yabo: Beaneiox ‘Viteubal oksurs aio eiedibay suey nt encitsle: twods i ao . 
pnisiiidese ai ~srols on 216 sw \Onane? to Lisavo> olaoneos oi = 
s0Tei ylyee ert mi nAStad sexi2 ow feeciv osiis SMOoes bas tnsmyolqste 
evs nolteiupead baw asivtesiisswtass bessexzpai Jet tos ens atiqesd 


** snemiteeqdte oé deare 20% bewoxrp oattess amitg s caden® bia 


x 
2 


def svigvecoun petits oust poisyiseas rete .noases Bids toOF 


» AN 


4 


alist. vilsxanep tect apcedibas noigouttencs sf¢ at emeteye vttawoes. 


efit .stoge: sHoliD- eds wi Banisdaos enplevtongo sa priwelvad’ Bei; 


baa Bret 


ai a | a3 is m: 
eziua S=TVei\¢ce-8g08 om ofits? er veer eadtitnnt bits ylaqqeia =i 
= SRE Le 00 nad sisson Tango 700. 72 ~- sbsie2 


hen as | | 


aya of 


a. eee ae 


an 


author concludes that it would perhaps be preferable to abandon 

the goal of quantitative manpower control because of the strong 

risk that “granting permits requested in a period of shortage and 
refusing them in a period of surplus or unemployment, will accomplish 
nothing more than perpetuation of a situation determined by other 


factors." 


Profile of the Construction Worker 

Professor Hébert's study illustrates the extreme diversity 
of construction labour in Quebec. In spite of this, the author is 
able to sketch a portrait of the permanent and marginal construction 


workers based on his analysis of numerous data. 


The permanent construction worker is a tradesman between 


25 and 50 years of age. The more specialized his trade and the higher 
his pay, the more he counts exclusively on this trade for his total 
annual income, except for a small supplement from outside the cons- 
truction industry and a little unemployment insurance. Between 1972 


and 1975, his average total annual wages grew from $8,000 to $12,000. 


The marginal worker is usually an unskilled worker. He is 
young, often lives outside the large urban centres, earns much more 
outside construction than in it and draws over one-fourth of his 
total income from unemployment insurance. Half of the 50,000-odd 
unskilled workers in the industry earned less than $3,000 in 1972 
and less than $5,000 in 1975. One unskilled worker in five earned 
no more than $500 in construction in 1972 and $1,000 in 1975. 

Most of these workers attempt a career in construction but do not 
remain, or work only during the busy months to earn supplementary 


income, 
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Great Mobility 


Professor Hébert's study stresses the high degree of 
mobility of construction workers who are not hesitant to change 


industries, occupations, employers, regions, or even provinces. 


On interindustrial mobility, the author remarks that 
"construction, along with retail trade perhaps, appears to be 
the industry in which workers come and go with the greatest ease; 
this is where most young people and newcomers appear at one moment 
or another when they enter the labour market or seek more stable 
employment; the construction industry acts as a buffer or vestibule 
that is necessary in a changing economy but which carries serious 
disadvantages." He notes that in 1975 only half of the 130,000 
workers originally employed in construction in 1971 still remained. 
Of the 42,000 recruits in 1972, 20,000 had left the industry the 


following year and 10,000 others left in subsequent years. 


Job Security: Problems 

The various job security proposals put forth for the 
Quebec construction industry since 1970 led the author to be, very 
cautious in stating an opinion on the means planned to achieve this 


valid objective of stabilizing employment and guaranteeing income. 


The author believes that the idea of preventing marginal 
or occasional workers from working in the industry so as to redistri- 
bute their hours among the permanent workers is open to criticism 
and cannot be accepted without serious consideration. In addition, 
a job security system founded on this principle of redistribution 
encounters practical problems of operation due to factors such as 
the imperious character of demand and rapid changes in the avail- 


ability of labour. 
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Finally, a job security and guaranteed income plan raises 
economic and social problems. The cost of such a plan would probably 
be very high and the assumptions on which the examples provided in 
the Cliche Report are based are unrealistic, according to Mr. Hébert, 
who adds that the effect of such a plan on the incentive to work does 


not appear to have been carefully studied. 


Gérard Hébert is a professor at the School of Industrial 
Relations at the University of Montreal. In October 1977, he was 
appointed Chairman of the Committee for study and revision of the 


Quebec Construction Industry Labour Relations Act. 
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N.B. This study reflects the views of the author and not 


necessarily those of the Economic Council of Canada. 
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Thursday, June 15, 1978 


OTTAWA -- Dr. Sylvia Ostry, Chairman of the Economic 
Council of Canada, today announced the appointment of Robert 
DOUGLAS as Executive Director of the Centre for the Study of 
Inflation and Productivity (CSIP), and of Patrick ROBERT 


as Associate Executive Director. 


The Centre was established by the Council at the 
request of the Prime Minister of Canada, following the wishes 
expressed by the nation's heads of government at the 


Pepruary 13-15, 1976 Conference, 


ihe task (or the Centre far the: Study of: tntlation 
and Productivity will be to present to the public and to 
decision-makers in general, a balanced, independent 


and informed opinion on Canada's economic performance 


and outlook in the areas of inflation, productivity and growth. 


Robert Douglas, a graduate of the London School of 
Economics, was formerly the Assistant Deputy Minister of the 
Saskatchewan Department of Finance. Prior to that he was 
Director of that Department's Taxation and Fiscal Policy Branch 


for four years. 
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Patrick Robert, who holds a Doctorate in Economic 
Seiences from the University of Paris, was previously employed 


By sLuUeSQnebec Public. Service asvEt onofie<Adv tsor . 


The appointees officially assumed their new posts 


(Mr wit. De, 9 7:6). 


NOTE: Photographs available upon request 


Por more information: Michel. Vastel 
(613) 993-1894 


Bi) Sanat ysis 
Tae a 


ce aoe W) ane r is 1 od _ aN 


. a ue a ba F 


| +, a 
aeeknes noni atdareave ecaeycred . sete 


@:s) 5 5 Sie 
2 : 


teven? IGeyie shot fomeo ip ste 287 
WOSUSERG ETO) >, 


bs 


, 
ee a 


Economic ae, Conseil 


Council économique 


of Canada ag du Canada . 
ews release/communique 


PR 78/06 DO NOT PUBLISH BEFORE 
10330 8. nm. CEST) 
Thursday, Jtine 15, 1978 


OTTAWA -- Dr. Sylvia Ostry, ree of the Economic 
Council of Canada, told a press conference in Ottawa today that 
the goal of the newly created Centre for the Study of Inflation 
and Productivity (CSIP) will be "the deceleration of the underlying 


fate of inflation™ ; 


Dr. Ostry added that "we intend as forcefully and clearly 
and urgently as we can to point up the serious implications for 
the Canadian economy and Canadian society of failure to achieve 


these goals". 


the Gent ne «tor the Study sof sinilation wand Productivity 1s 
being established in response to a consensus request of the Provincial 
Premiers arising from the February First Ministers’ Conference. 
Its basic thrust will be to use its analytical and educational 
capabilities to promote a better understanding of major issues 
concerning the nature and sources of inflation, productivity and 
performance on the part of public and private decision-makers as 


well as the general public. 


The Chairman of the Economic Council indicated that after 
discussing the matter with the Council members, she decided to 


establish a separate unit within the Council itself. In this way, 
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the Centre will be able to focus its attention on short- to 
medium-term problems without drawing resources away from ongoing 


longer-term Council research. 


Dr. Ostry also explained why the eee Council has agreed 
to undertake this additional responsibility, as a special "reference" 
under Section 10 of the Economic Council of Canada Act. "Canada, 
like every industrial country", the Chairman said, "continues to 
face the difficult and complex tasks of increasing employment and 
production while decelerating inflation and maineeinine a viable 
international position". These are not just short-run problems 


amenable to short-term solutions and the Council's expertise on 


longer term policy-making will help CSIP's research, - 


Finabbyy; (Dre Ostry ondicated that some cost or price develop- 
ments could lead to undesirable distortions in the economy and could, 
as well, have strong destabilizing influences. As the Prime Minister 
suggested in his per epence to the Council, there may be a need for 
special inquiries. After the Centre has examined a particular develop- 
ment in as much depth as permitted by available public information, 
the members of the Economic Council will be called upon to assess the 
gravity of the situation. If they deem it warranted, the Chairman 
will communicate a recommendation to the government, whose responsi- 
Past acy Lt would ibe to establish an inquiry. In such a case, members 
of the Council would have the opportunity to abstain or dissent from 


this recommendation. 


For more information: Michel Vastel 
(613) 993-1894 
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OTTAWA -- The Centre for the Study of Inflation and 
Prouuctivity (CStP) wilt nave Chrée*mnaine rene tious: 
-- Gather various forms of intelligence on the 
e€conomic sitwation; 
-- Analyse this material to determine which 
Tactors may be destabilizing *0or present 
barriers to eroewth3 


—- Publicize its findings. 


Nrerhobert Doutlas,i Executive Director) of.CSiIP,, told 
a press conference that the Centre does not have any powers 
Eo) toddeet. information, and, willy, therefore, rely on publicly 
available. statistics... In; addition,: Mr. Douglas said, "we 
hope to be able to gain additional information on an informal 


basis during the normal course of discussing the economic 


situation with the main decision-makers". 


CSiLir will have Sa starf of about 7/5 people, and three 
divisions: Macroeconomic Analysis, Sectoral and Structural 


Analysis, Communications. 


The Macroeconomic Analysis Division will analyse short-term 
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domestic and international developments from the perspective of the 
performance of the whole economy. It will track the movements of 
price and cost indexes and explain the implications of various events 


FOr Che objectives of stability and erowth, 


The Sectoral and Structural Analysis Division wilt look 


both at economic issues which cut across sectors, such as energy 
pricing or various forms of indexation, as well .as situations peculiar 
LO"a Speciiic Sector or industry such asi lproductivity and costs in 

the service sector. Lo Ter lect (nis Structure within the Division, 
there will be a group to deal with labour relations and compensation 
pol2cy, a eroupite analyse industrial structure and a sectoral group. 
This last group will be analysing inflation and productivity develop- 
ments at the industry and sectoral level as well as gathering intelli- 
gence on individual price and compensation decisions that may be 


CestavuilLizing. 


The Communciations Division will have an important role 
i transmitting to the public the results of ae Centre's research 
and findings in a way which will enhance public understanding. There 
Wain be two regular vehicles. First, a quarterly report: will analyse 
and summarize recent developments as well as giving some indication of 
upcoming events. As well as the quarterly report, various research 


studies will be published on a regular basis. 


Mr. Douglas sees the Centre as a national agency, not only 
a tederal sone.) «Over the coming months, CSIP staff will be approaching 
various groups including provincial governments, business and labour 
to explore their particular situation and hopefully to gain some 


assistance in recruiting. 
eis a 


For more information: Michel Vastel (613) 993-1894 
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TUDY OF RELATIONS BETWEEN 


ut 1219/8 
A 
“rs CANADA AND THE DEVELOPING COUNTRIES 


OLTAWA Sen bon anConwmon.-Futurev,is theytitle),oftayreport,; ._published today 
by the Economic Council of Canada which assesses in detail Canadian relation 
with the developing countries -- in trade, investment, aid, and migratioge 
Over recent years, the connections between developed countries and the i 
Third World have undergone profound change. Faced with the numerous 
challenges raised by these linkages, the economically advanced countries 
have begun to redefine the orientation of their policies. But this report 
ie pertaps one of the first by an industrialized country to analyse 
carefully the full range of policy issues involved, against a long-term 


prognosis_for the world economv as a whole. 


After noting the gaps existing between the developed and developing 
countries and studying them within the context of a model of the interna- 
tional environment over the next twenty years, the report examines the 


ebjectives of Canada's attempts to improve conditions in the Third World. 


In the area of trade (Chapter 4), the Economic Council points out that 
many developing countries possess a present or potential comparative advan- 
tage in the production of goods that are labour-intensive and based on 
standard technology. "Thus, it makes sense in principle for Canada to 
encourage the emergence of industrial capability in these nations through 


~ropriate trade and investment policies." 


\ e Council recognizes that such a strategy for liberalizing trade with 
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developing countries would have considerable repercussions on Canada's 


industrial structure. The report therefore proposes a two-stage strategy: 


-- The federal government should first inject substantial funds 
into a program of industrial reorganization undertaken jointly with 


the provinces concerned -- basically Quebec and Ontario. 


-- In a second stage, during a stronger phase of the business cycle -- 
which could be defined in advance as being triggered by a certain level of 
the national unemployment rate -- Canada would gradually withdrawn the 
special protection (quotas and other quantitative restrictions on imports) 


ertrorded vulnerable industries. 


In conjunction with these recommendations, the Council also proposes 
Pyat.° from the date when ‘reductions in’ tariffs’ under the “most favoured 
nation" clause (applying to products from most developed countries) are 
implemented, Canada should reduce even further the barriers to imports from 
mae Least developed countries through modifications to its generalized system 


of preferences. 


With respect to aid (Chapter O)s albebut ethe lagt of the Counci b's 
recommendations are aimed at improving the quality of Canada's program of 
development assistance and the efficiency with which it is administered. 
The Council report recommends that the bilateral program be reorganized by 
limiting the share of funds granted to multilateral non food programs to 
o> per cent of all public» development aid, while reducing the total number 
me ecipient’ countries to Aabowt*'30>°1f this were done, Canada would have a 
more significant presence among the new restricted group of recipient 
countries and would make better use of the resources devoted to administra- 
mor and analysis of the programs. It is also urged that "project aid" 
be gradually eliminated from Canada's bilateral atd vrogram and that tied 
aid also be progressively phased out. In the view of the Council, Canada 
mould carry out an evaluation of the efficiency of aid at least every five 
years for each of the countries receiving Canadian assistance under the 


public bilateral development programs. 


Finally, the Council proposes that Canada set a minimum volume of 


Public aid for development, so that Canadian aid would never represent less 
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than 0,5 per cent of the gross national product over the period in 
which the industrial reorganization program proposed in Chapter 4 


remained in force, 


As to immigration (Chapter 6), the Economic Council's report 
establishes that the process of adaptation of immigrants from developing 
countries is not yet very well understood, due to a lack of data and 
insufficient studies. To remedy this problem, the Council recommends 
that necessary statistical data be eonpited and that studies be undertaken 
to propose means for facilitating the Kdaprecion of immigrants and 


encouraging racial harmony. 


iv its conclusion (Chapter 7), the Council stresses the need to 
achieve better co-ordination of the various peltcies that deal with 
relations with the developing countries. "It is less than reasonable to 
provide development assistance to a country with one hand and set up 
barriers against its products with the other, or to encourage immigration 
to provide employment for industries that have to be protected against 
competition from goods originating in those immigrants! homelands. These 
inconsistencies can only be avoided through the evolution of coherent 
policies linked to a clearly understood set of goals and effected through 


close collaboration among the various governmental agencies involved." 


Without making a formal proposal, the Economic Coucil offers two 
alternate solutions: to give one department -- External Affairs, for 
example -— authority for coordinating policies dealing with all 
relations with the developing countries or, as found notably in the United 
Kingdom and the Netherlands, to create a new department, using CIDA as the 


core, giving it responsibility for integrating these various policies. 


Economic Council of Canada, For a Common Future: A Study of Internattonal 


Development, CeO sas 97S, 94.75 an, Canada: 1$5.70 elsewhere: 136 pages). 


For more information: Michel Vastel 
(613) 993-1894 


eee 7 
AD: cape ste Deis 

‘ogi ; 2 ris . bs gibi it a 

a a, 

ai 


<i 


grtqotoyck Py Shenae! he eae a Ter og oon gh: a i 
Boe web) to Aabl « pd bub booted ohne ties, qrav ee 3 

gbitameas: Vronuod act meter ¢itd xbewer | ‘ot | 

reste 2 hs bere ai nanhyss tails bas befkgnos ed a4ab Teodtek 

baw acpinser g born I +0 pereee ost guivaotizoay, rR 

| oe aoeree Eptons gat 


on’ een 48 ast yaveatye Pipa od #04 4 (Te setae doy soteutonoe aati at ®, 
4 oP) 
ditw hash tatt, Aotiiieg speryay ott Fo notiaotbieecs 7937 t avende 


Pees 
wt BLGeposeet nada ecol ah 71" Jeohesevesd gatqeleveh, one ia lw - byes 
oy 2Se@ Sam hewi sce oahw wrtnvos ¢ oo “petal e88 ssaaqot el vo: 


we 


"7 a DA. 


? fies v ; 


i 


Holjiotgiem? seeteesgs o2 tO , TAI ed ee wisuborg ast *aatege« 
| ay, ‘ > 
Seateage PRsiatete od of SVEH Jans a6tusteu bak vos. $romeolaqins 


1 


hae ibis 
shan 
antes 


asad? ,#heeketiod ‘nenaraiert evxeda wi gataeactgito ahoog. mort nersi 
invtenen ia KobSutovs ait davorio bablove od. ine a6 aslomeaut my 
digas ita botnets bos alison to 20% béevdwesbeuw yiraeis & Oo bwaakd ‘ae: 


“ bevidvnt eBihonegs fssnsnp teva acbtiav xid goons nobiexodattes a 
“ie ny 
Gg eea2 26 P£houed oieonend oft ,Feeeqorvg fant? « git Shr ivodttW 


i, 
eta 


F 
“87 ,AvEetIIA Lantern «~ thaws re yeh ava aevig 07 pinnate <> 

fis #%tw aptiveb astotiog axtstanibieqs sot wi trvodeee Bi 

Stat oda wiowhdeven Aawet.as .20 esiziaves gatqoloveh eft Bidw, 


‘9. eo AQTO g@rbae <.SeeeTR GOR wen A oonets OF , abagisst teh, eda bao, a 
‘sifeq eeoltay Saas gaktergetyl tot yailidtanpgess oA aati 


ni ‘te vbw@ oN etna Sb 5 4S ,shatsa To Dianna 


> Pe j é 
a SS ny ee ee ror 


esnaq OL eehianen Ot 82 Vebeasd, xt Ci .AF SN OAe~S SOR) i 
j : : 7 7 i . 


¥ 
i" 


toetasy eer 
A@HI-Lee (fia 


- . og 


Economic ge, Conseil 


ww 
ews release/communique 


of Canada du Canada 


PMBARGO..... EMBARGO... ...EMBARCGO.....EMBARGO.....EMBARGO.....EMBARGO..... 


PR 78/09 DO NOT PUBLISH BEFORE 
6 6 ee ee Ge 
Tuesday, June 27, 1978 


THE ECONOMIC COUNCIL PROPOSES A TWO-STAGE STRATEGY: 


INDUSTRIAL REORGANIZATION FOLLOWED BY LIBERALIZATION OF TRADE 


OTTAWA -- The federal government should establish a fund of $4 billion 
devoted to a wide ranging program of industrial reorganization, according 
to a report of the Economic Council of Canada on relations with the devel- 
oping countries, released today. Although these expenditures would not 
be related directly to Canadian development assistance allocations, the 
Council's proposal for a moderation in the growth of aid over the coming 


years implies that these funds would, in a real sense, be applied in a 


different manner for essentially similar purposes. 


As percetved By the Council, this adjustment fund would form eee of 


a two-stage strategy aimed first at fundamentally restructuring some 
industrial sectors threatened by imports from developing countries -- 
notably textiles, hosiery and clothing, leather products, some subsectors 
in the electrical and electronic equipment industry, sporting goods and 
toys. In a second stage, the strategy proposed by the Economic Council 


meeavices (ior rthecliftine of barriers *tovimports of these’ products. 


The program of industrial reorganization, as well as the starting point 
at which Canada could begin gradually to liberalize trade with the Third 


World, would be determined jointly with the provinces affected. 


All the sectors deemed vulnerable by the Council are heavily con- 
centrated in two provinces. Of “the “250,000 jobs possibly at stake, L30,000 
are in Quebec and another 100,000 in Ontario. In Canada as a whole, the 


employment threatened represents 15 per cent of the manufacturing labour 
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Penue om Geyer Cent tot tik Hobs .idm Quebec! ftidis: a quarter 0 f employment 
in manufacturing, which is 7 per cent of total employment, and in Ontario 


the corresponding proportions are one eigth and 3.5 per cent. 


The Economic Council believes that an average of $16,000 per job 
created will be required to consolidate or wip aide the sectors threatened, 
and it therefore proposes a $4 billion fund whose expenditures would be 
spread out over 15 years. In its view, the needs of such an ambitious 
program could justify the creation of a development corporation, at least 


for the region of central Quebec and eastern Ontario. 


Studies’ prepared as background to the ‘report, entitled "For a Common 
Future, analyse Canada's trade relations with the developing countries, 
teading the GCouncil to some strong conclusions. "It has become clear that, 
in its effort to find a more viable basis for the growth of its manufacturing 
sector, Canada should take note of what is occurring in the developing 
world. Many of the developing nations today are embarking upon a new phase 
of industrial development. Their work forces are energetic and thrifty, 


and ‘their ‘labour ‘costs’ are ‘very low." 


The Council believes that the concentration of domestic factors of 
production in industries that are labour intensive and based on 
standard technology is bound to become an immense liability for Canada. 
Mite’ transfer of particular “activities ‘to ‘low wage'‘countries ts a universal 
prend ttat "Canada is «inable ‘to reverse) and the public powers sthus’ have a 


responsibility to prepare a program of precise action." 


Admitting that the deployment of these financial resources in only two 
frovinces could be a bitter pill for the other provinces to swallow, the 
Council suggests that trade liberalization -- generally favoured in the 
Atlantic Provinces and the West -- must be a necessary corollary of the 
adjustment expenditures. Accordingly it suggests that, when the program of 
industrial reorganization is implemented, a point be fixed -- based, for 
example, on an acceptable level of unemployment -- when the Canadian 
system of special quotas and other qualitative restrictions on imports 
of manufactured preducts would start to he dismantled, with a target of 


complete elimination over a ten-year period. 


As an indication of what is possible, the report refers to Sweden, 
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where employment in the textile, clothing and leather products sectors 
fell from 14.2 to 9.6 per cent of total manufacturing employment in a 
single decade. This massive transfer of human resources was nonetheless 


carried out without producing major tensions or serious unemployment. 


In conjunction with these recommendations, the Council also advises 
that, as soon as most-favoured-nation tariffs (those applied to products 
from the majority of developed countrites) are reduced, Canada should 
further decrease the barriers to imports from the developing countries 


through modifications to its generalized system of preferences, 


In the same chapter on trade and investment, the Council notes that 
Canada's performance in exports to developing countries is unsatisfactory. 
The nation lacks a set of policies aimed at produces a better knowledge 
of certain regions of the world and fostering greater participation in the 
economics of these regions. For this reason the Council believes that it 
would be wiser to set up a well-organized system for collecting information 
on these foreign markets, concentrating on a limited number of countries 
mapout 20 to 25) that show. most sforinect: of rapid growth over the medium 
to long term. In this connection it makes some suggestions about the 


creation of more flexible facilities for export financing. 


Finally, the Council examines the role of Canadian investment in 
Third World countries. The stock of direct Canadian investment in these 
Pountries was on’ the order of $2 billion in 1974, out of a total of $9 
billion of Canadian foreign investment. An evaluation of the impact of 
such investment tends to demonstrate that the benefits Canada could draw 
are usually greater than the costs. However, the: Council believes that 
one cannot show unequivocal advantages for the developing countries 
themselves from direct investment, and it therefore recommends that the 
programs aimed at encouraging such investment be transferred from the 
development aid agency (CIDA) to the Department of Industry, Trade and 


Commerce or the Export Development Corporation, 
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Zor more information: Michel Vastel 
(613) 993-1894 
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FOR A QUALITATIVE IMPROVEMENT OF 


PUBLIC AID TO DEVELOPMENT 


OTTAWA -- Even though Canada's aid program is generally well rated in 
relation to those of other developed countries, there is room for a wide 
range of improvements. This view was expressed today in a report of the 


moonomic Council of Canada. 


In its study of relations between Canada and the developing countries, 
the Council recommends that Canada should concentrate more of its aid 
budget on bilateral programs and reduce to 35 per cent the share of public 


development aid going to multilateral non-food programs. 


The administrative and analytical efficiency of the Canadian bilateral 
program would be greater if aid were concentrated in some 30 nations only, 
so that Canada hada greater presence in these recipient countries. At 
present, the share that Canadian aid represents in total development 
assistance received by many developing nations is so small as almost to 


pass unnoticed, 


The Council also suggests that untying aid would considerably improve 


its quality while not producing any serious repercussions for Canada. 


As to the long-standing controversy about distribution of aid between 
multilateral organizations and bilateral programs, it is noted that Canada 
devotes an important share -- 43.2 per cent in 1976-77 -- to multilateral 


bodies. The Council is not convinced that these organizations (UN 


general fund, development banks, etc.) apply Canadian resources in the best 
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manner as compared with activity that Canada could carry out itself, 
particularly taking into account the recommendations on the efticiency 

and quality of bilateral programs. For this reason, the Council concludes 
that CIDA should adhere more rigidly ‘to ‘the Limit of 35 per cent of the 


total budget devoted to multilateral non-food programs. 


The Council also feels that the sums devoted to bilateral programs 
are too dispersed. To have a significant Hoeeenues in the Council's 
opinion, a donor country should provide at least 10 per cent of the total 
mi Tece veu by the recipient country. “Lt finds that, in 1974, out of the 
12 countries where Canada had such a significant presence, only three 
mere among the main recipients of its aid. Thus the Council's recommendation 
aims at a greater concentration of Canada's bilateral aid program in two 
different ways: first ,.Mbyh reducing) the number of recipient countries it 
would ensure that each of these received a greater proportion of the 
mriateral aid; second, the distribution of aid would be changed so that 
Canada would have a significant presence in a greater number of recipient 


countries. 


Tied aid (now. 85 per cent. of all Canada's bilateral aid), under 
which it is required that recipient country obtain associated goods and 
Pruipment from Canadian sources, is less than fully efficient in the 
Mouncil's view. Tt feports the tesult of a study to the effect’ that lowering 
the proportion of tied aid in all bilateral programs from 85 to 40 per cent 
would have insignificant consequences on Canada's balance of payments. As 
fo the industrial effects on the country, the Council concludes that the 
cost of its recommendation would be approximately 4,000 jobs and 
euipments to a value of $50 million in 1961 dollars, It urges that a 
gradual untying of aid to developing countries should occur once substantial 


improvement had begun in Canada's economic situation. 


The Economic Council also believes that the Canadian government should 
establish a system for controlling the efficiency of aid in each of the 30 
developing countries that become recipients. This evaluation should be 


Carried out at least once every five years. 


Finally, the Council points out that the opening of Canada's market to 
industrial products from developing countries would particularly benefit 


the richest among them. For the poorer countries of the Third World, public 
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development aid will remain for a long time to come the only form of 
Besietance. <Therefore, in order tovensure a gradual growth of public 
development aid, it is recommended that the volume of Canadian assistance 
to developing countries never be less than 0.5 per cent of Canada's 

GNP throughout the entire duration of the industrial reorganization 


program, 


For more information: Michel Vastel 
(613) 993-1894 
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SIGNIFICANT INCREASE IN IMMIGRATION FROM THE THIRD WORLD 


OTTAWA -- The adoption of universal criteria for immigration, combined 
with the increase in the number of potential immigrants from developing 
Pountries, has resulted in the immigration to Canada of a greater number of 
Peon kevet rommthe “Lhinrd Worhbds) «sin ats report ton »srehations between Canada 
mma othe developins countries ,,..the Economic ,.Council notes, that the share of 
total immigration represented by newcomers from these areas rose from 8 
eee Gent Shay 1h9G4 toa 52 pemnicent, tmcli9t5.sfor aneaverage iof 2/) per «cent 
Over the entire period. However, at the time of the 1971 census, those 
born in developing countries accounted for only 1.5 per cent of Canada's 


population. 


Even though the absolute level of immigration may be declining, the 
Souncil believes. «that "the proportion of immigrants originating from 


developing nations is likely to remain significant." 


The Economic Council's report stresses that the work force originating 
from developing countries includes a larger proportion of professionals and 
technicians (25 per cent in 1974) than for all immigrants entering the 


labour market (18 per cent in that year). 


The loss of highly skilled labour may represent an economic and social 
loss for the developing nations, but in the Council's opinion the extent of 
this loss is difficult to compute and appears to be marginal in the case 


of emigration to Canada. Moreover, while a larger proportion of immigrants 
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from the developing countries are professionals and technicians than is 
the case with new arrivals from the industrialized nations, still only 
a minority of immigrants from the Third World belong to these categories. 
Thus, the gains resulting from the tidy ar tule of the less skilled majority 
group from a developing country may compensate for losses attributable to 


She .\brain drain". 


While the Economic Council observes that it. is difficult if not 
impossible to establish a precise accounting of the economic advantages 
and costs of immigration from the Canadian penenect ive, it believes that 
"immigrants from the developing nations, with their higher levels of skills 
and training, appear to have contributed positively to the economic well- 


meing of Canada." 


The Council's own calculations, based on the concept of replacement 
cost, place at $2.9 billion the sum that Canada would have had to devote to 
Eeaining its own human capital from_1966 to 1974 had it not benefited from 


immigration from Third World countries. 


The Council's report establishes that the economic advantages for 
individuals from developing countries who establish themselves in Canada 
may be considerable. The undiscounted net gain for the typical immigrant 
from the Phillipines or India is estimated at close to $400,000 (in 1974 


Brices). 


Social adjustment appears to have been fairly successful on the whole. 
"Where the potential for problems of social adjustment exists -- in a 
Prowded metropolitan aréa such as Toronto, for example -- imaginative 


policies can counter this risk." 


While there are no long-term studies examining the adjustment of 
experience of immigrants, it can be assumed that some categories of people 
belonging to more "visible" ethnic minorities suffer particular problems 
in improving their social status. For this reason the Council recommends 
in its report "that the government of Canada, through the Secretary of 
State, finance the development of data related to ethnic adjustments in 
Canada and that it conduct studies with the object of suggesting ways to 
facilitate the adjustment of immigrants to Canadian society, as well as to 


encourage racial harmony." 
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A GENERAL FRAMEWORK FOR A CANADIAN VISION OF 


INTERNATIONAL DEVELOPMENT TO THE YEAR 2000 


OTTAWA -- "Energy conservation, particularly in the rich regions, 
higher official development assistance, and more capital flows and trade 
concessions to the resource-poor d@velo wim regious  afdrm thecba'strs cof ra 
scenario that provides the opportunity to increase world incomes considerably 


and "suggests a general framework for a Canadian vision on long-term world 


development." 


The Economic Council of Canada devotes the second chapter and an 
appendix of its report on relations with the developing countries, released 
today, to the analysis of two scenarios simulated through the world 
economic model developed by the economist Wassily Leontief for the United 
Nations. One of these scenarios projects the future as an extension of 
Phe past, while the other defines the characteristics of a more. desirable 


future. 


The first scenario -- suggesting the future as a continuation of the 
past -=*gives a fairly disappointing outlook for the developing regions 
over the next two decades in terms of income per capita. However, as these 
regions have a rather rapid demographic growth, they succeed in capturing 
a considerably higher proportion of the world's gross domestic product in 
the year 2000 than now. The trade deficits of the major non-communist 
industrial countries are substantial by the year 2000, mainly due to the 


growing costs of imported energy. Under these conditions, the industrialized 
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regions will have difficulty in stimulating the growth of resource-poor 
Third World countries through trade concessions or grants of aid for 
development. In fact, the developed countries will have to slow their 
economic growth to maintain their foreign debt within realistic limits, 
and this will further depress the growth of most of the developing 


countries: 


By contrast, the second scenario simulates’ the effects of a policy’ of 
conservation and substitution of energy, and this produces a more promising 
outlook. The trade deficits of the develope regions are shown as shrinking 
considerably, but without any accompanying slowdown in their overall growth. 
On such a basis, the industrialized) countries appear better able to stimulate 
the growth of the resource-poor developing countries. An increase in 
private transfers of capital and of public aid of less than 1 per cent of 
total income by the nations of North America, Western Europe, the Soviet 
Union, Japan and the Middle East in the year 2000, in conjunction with 
policies of trade liberalization, would eee de the opportunity to increase 
m_ more than’ s300¢bili ton the leved:iof pneinprden in the resource-poor 
developing countries. Thus, the relative disparity in consumption per 


capita between the developed and developing regions would decrease. 


Teas the Counei l’s opinion’ that this! scenario, clearly beneficial 
to world development, is also just as favourable from a strictly Canadian 


point of view. 


in ‘effect using csimulations carried out by the Council on) certain 
Bspects of the model,in relation to Canada, it was found that the second 
scenario of conservation’ and substitution of energy offered a healthier 
outlook for the Canadian economy to the year 2000. In this hypothesis, 
Canada would solve its balance of payments deficit problem and would even 
Sepister a slight surplus in terms of prices in the year 2000. On the 
other hand, a scenario in which the future would be only an extension of 
Phe past, reveals the possibility of major deficits exceeding 3 per cent of 


the gross domestic product in terms of prices in the year 2000. 


The Economic Council therefore believes that, in light of the projec- 
tions carried out with these two scenarios, the positive results to be 
drawn from the second for both the world and Canadian economies can show 


"attractive features for Canada, and provide a sense of direction for future 


policy decisions." 
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RECOMMENDATIONS ** 


P re) 
Recommendation n 7: 


We recommend that, tn order to shift Canada's industrtal structure away 
from highly protected, labour-intensive, and standard-technology activittes 
tn whitch comparative advantage clearly lies wtth Third World eountrtes>-the 
federal government agree wtth the relevant provinces on the establishment 
of an tndustrial adjustment and redeployment fund and the creation of a 
comprehenstve joint regional development strategy to be put into force as 
S00n as posstble, We also recommend that the total expenditures of the 
fund be fixed at $4 billion, spread over a pertod of approxtmately fifteen 
years, and that the life of the fund and related tinstttuttonal machinery be 
terminated at the end of this period, as settled by legislatton tn advance. 


Recommendation n° 2 


We recommend that, upon the occurrence of a "release potnt" agreed to 
tn advance and reflective of general domestic economte conditions, Canada's 
System of spectal quotas and other quantttative restraints on the tmport of 
manufactured goods be progressively dtsmantled, according to a timetable 
that would eltminate them in approximately ten years. 


fe) 
Recommendation n 3 


We recommend that, tn order to encourage the adjustment of highly 
protected tndustries vulnerable to developing-country competitton, Canada 
use the multtlateral trade megatration.system to "rattonalise tte own tariff 
Structure by reductng unusually high nominal tartffs to a narrower band 
around the average for each industry group and by reducing the variation tin 
average protectton among tndustry groups. 


Recommendation n° 4 
We recommend that, after the commencement of tariff reducttons 


affectina "most-favoured-nation" duttes, the rates of duty applicable under 
Canada's generalized system of preference be halved in favour of developing 
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countries whose national wealth and industrial eapactty fall below some 
readily calculable index. We further recommend that the list of 
exceptions to Canada's generalized system of preferences - the categories 
of products not given preferred rates of duty - be set astde, at the same 
time, for thts group of countrtes. 


F re) 
Recommendation n by) 


We recommend that the pre-investment programs of CIDA'’s Business and 
Industry Diviston - regardtng both support for exploratory vistts and 
contributtons towards the cost of feastbility studtes - be transferred to 
the Department of Industry, Trade and Commerce or to the Export Development 
Corporatton. 


re) 
Recommendation n 6 


We recommend that, tn order to create the means necessary to reorgantze 
the bilateral program and to ensure that multilateral atd ts allocated on 
the basis of merit rather than disbursement ease, the Government of Canada 
continue its present policy of limiting the share of the total atd program 
allocated to multilateral instttuttons. It ts recommended, however, that 
this policy be modifted to state that multilateral nonfood atd shall not 
eo more than 35 per cent of the total atd program (ineludtng food 
aid). 


O 
Recommendation n 7 


We recommend that, in order to tinerease the effietency and effectiveness 
of the bilateral atd program, the total number of countries atded by Canada 
on a btlateral basts be gradually reduced to approximately thirty. We 
further recommend that the category of rectptent natton known as Novo Teese 
country" be progresstvely eliminated so that all recipients of Canadtan atd 
may enjoy the planned, Longer-term vrelattionshtp that ts impltcit in the 
program-country status. 


, fe) 
Recommendation n 8 


We recommend that, in order to increase the real value of Canadtan 
bilateral aid, Canada move progresstvely towards untying atd fully tn 
respect of procurement tn developing countries and that tt allow procurement 
in other donor countries that extend the same treatment to Canada. It ts 
recommended, however, that both of these poltcy inittattives be tmplemented 
only when the "release potnt" discussed in Chapter 4 ts achieved. 


fe) 
Recommendation n 9 


We recommend that a system of atd-effecttveness monttoring be estab- 
lished for each of the thirty countries that would recetve Canadian atid tn 
the new, concentrated bilateral program. This system would produce major 
atd-effectiveness evaluations for each rectptent country at least every 
five years. The evaluations would set down Canadian aid objecttves, analyse 
and document the extent to which these objectives were being realized, and 
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propose acttons for tmprovement., As well, they should be submitted on a 
confidential basts to the Parltamentary Committee on External Affatrs and 
National Defence. 


: re) 
Recommendation n_ 10 


We recommend that the Government of Canada ensure sufftetent growth in 
the volume of official development asststance, so that atd would not be 
allowed to fall below 0.5 per cent of gross nattonal product throughout the 
pertod from now until the proposed adjustment and redeployment program ends. 


Recommendation Ps Le: 


We recommend that the Government of Canada, through the Secretary of 
State, finance the development of data, espectally longer-term historical 
data, related to ethnic adjustments tn Canada and that tt conduct studies 
with the object of suggesting ways to facilitate the adjustment of tmmtigrants 
to Canadian society, as well as to encourage raectal harmony. 


De Bynes 


t* Beonomte Council of Canada, "For a Common Future: A Srudu oy 
Canada's Relations with Developing Countries" (EC22-5/1978, 
$4.75 tn Canada; $5.70, elsewhere). 
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Canada's Aid to the Developing Countries 


IT IS ABOVE ALL THE POLITICAL AND CULTURAL 


FACTORS THAT INFLUENCE GOVERNMENT DECISIONS 


OTTAWA, September 12, 1978 -- The factors that govern Canada's 
meeision ttotaid«atdevéelopingscountry are»yprimarily political and cultural. 
The possible economic impact on the country exerts no significant influence 
on the government's choice. 

These are the conclusions of a study (*) conducted expressly for 
the Economic Council oer professors at the University of Montreal, 
Léonard Dudley and @laudé Montmarquette. Among other things, the 
professors established that a nation's membership in the Commonwealth or 
in francophone Africa clearly increases its chances of receiving Canadian 
Bid. The recipient's degree of poverty also enters into account while the 
Seegesofl its population or the sudden occurrence, of disasters or political 
crises may also exert a certain influence. 

In contrast to decisions in most other OECD nations, the developing 


country's potential for Canadian exports does not appear to play a role. 


* LEONARD DUDLEY AND CLAUDE MONTMARQUETTE, The Supply of Canadian Foreign 


Pi 3 Explanation and Evaluation, Economic Council of Canada; Supply 
and Services Canada - Catalogue No. EC22-59/1978 - Canada $4.00; 
other countries $4.80. 
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The study by Dudley and Montmarquette was conducted as part of 
the preparation for a report published in June (**) by the Economic 
Council on Canada's relations with the developing countries. 

The Commonwealth and Francophone Africa 

In discussing the geographic distribution of Canada's aid to 
developing countries, the authors stressed through a simple review of 
history the extent to which Canada favours Commonwealth and francophone 
African nations and the Commonwealth Caribbean. 

These ‘three: groups of-icountries received im 19175)! for example, a 
much larger proportion of Canadian bilateral aid (close to 39 per cent) 
than their demographic weight in the Third World as a whole (less than 14 
per cent of the total population of developing countries) would warrant. 
This situation plays against the Latin-American countries in particular: 
Wid Levtiveys represent over 15 per cent of the Third World population, they 
received only slightly more than 4 per cent of Canada's bilateral aid. 

To evaluate Canada's motivations regarding development assistance, 
the authors view this aid as an exchange in which something is given and 
eseme thing) received.uc The» benefditsi that: Canada: may? draw’ from. itshe@id to the 
developing nations may thus be economic or political. The authors conclude 
that "the main gains to Canada from its aid program seem to be in the 
form of recognition from other donors and by the developing countries as 
a group: Canada earns a reputation as a responsible member of the world 


community." 


eens ee ee en CN eS eee 


*k ECONOMIC COUNCIL OF CANADA, For A Common Future: A Study of Canada's 


Relations with Developing Countries (Supply and Services Canada, 
Ottawa, 1978). 
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Because of the large amount of aid involved -- on the order of 
$40 per Canadian in 1975, which placed the country in fifth place among 
OECD members after Sweden, Norway, the Netherlands, and Australia -- the 
authors analyze in detail the criteria governing the use of these funds. 
Their evaluation concentrates on two points: eligibility criteria ("Who 
is entitled to Canadian aid?") and allocation criteria ("How is this aid 
distributed among all eligible countries?"). 

With respect to the developing country's eligibility for Canada's 
bilateral aid program, the government's standards partially correspond to 
Ehose of other OECD countries. . Like the other donor nations, Canada 
particularly tends to favour the poorest oe ene eligible recipient countries. 
Powever, contrary to most industrialized countries, Canada attaches no 
Significant importance to the market that these nations may represent for 
its own exports. 

Faulty Aid Distribution by CIDA 

On the other hand, the allocation of Canada’s aid appears to favour 
nations in which the ease of spending is more obvious, at the expense of 
stated objectives such as the recipient's degree of poverty. This 
Contradiction between allocation and eligibility is not present, according 
fo the authors, in the aid program of other countries such as the United 
States, Sweden, Japan and West Germany. 

Dudley and Montmarquette advance an explanation for this inconsis- 
Pency, They first point out in their study that the interdepartmental 
committee set up to oversee CIDA policy deals mainly with eligibility, 
while the allocation of funds among eligible recipients is decided within 


CIDA. They then add that "since an important criteria for the promotion 
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on CIDA Statti_is apparently the-abiLityto.tranesfer the -total funds 
assigned to them, they tend to have a preference for large scale 
projects." As these projects are difficult to generate in the poorest 
countries, the authors are not surprised to find that the per capita 
income variables should have so little influence on aid allocation, 

To eliminate these inconsistencies, the authors believe that in 
future the Canadian government should revise present administrative 
procedures to enstre the consistency of eligibility and allocation decisions 
on development assistance funds. 

The two University of Montreal economists add that since the 
amount of Canadian bilateral aid should increase in future, more attention 
Bnould be paid to its geographic distribution and content. In order to 
improve the return on each dollar spent, Canada could first relax the 
conditions governing aid granted to governments whose objectives are 
clearly compatible with our own. This policy would have the advantage 
of considerably reducing the need for close surveillance of the administra- 
tion of bilateral aid. 

However, for countries whose objectives differ from Canada's, the 
need for Canadian surveillance within the recipient country remains. fhe 
authors believe that to avoid undue favouratism for countries in which it 
is easy to spend large sums, Canada should devote a share of the increase 
in its aid budget to the expansion of administrative resources. It would 
Paue be in a better position than at present to promote smaller projects 


in very poor small nations. 
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N.B. - The opinions expressed in this study are those 


of the authors and do not necessarily reflect the 
opinions of the Members of the Economic Council of 


Canada. 


ror more information: Michel Vastel 
(613) 993-1894 
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Publication of a Council Study on: 


THE CORRESPONDENCE BETWEEN THE URBAN SYSTEM AND 


THE ECONOMIC BASF OF CANADA'S REGIONS 


OTTAWA, October 12, 1978 -= Economic development in Canada is 
dependent on a polarization of industrial achavity bya: “fabrication 
region" and requires that this region be centred on a dynamic development 
pole. 

Applying this conclusion to Canada's various regions, the 
author of a study specially prepared for the Economic Councilt, 

Michel Boisvert, finds that the authors of the Higgins, Martin, Raynauld 
Study were right in warning the Department of Regional Economic Expansion 
oe carly asil970) not dheswigqnore Montreal's role as a development pole, as 
the only place with a sufficient concentration of the quaternary activities 
required for the adaptation of technological innovations to the particular 
physical and human realities of Quebec. Mr. Boisvert, a professor at the 
Institute of Urbanism at the University of Montreal, admits however that 
Montreal does have an excessive concentration of activity. While a true 


Stenson 


1 MICHEL BOISVERT, The Correspondence Between the Urban System and 
the Economic Base of Canada's Regions, Economic Council of Canada. 
(Supply and Services Canada, Ottawa - Catalogue No. EC22-60/1978; 
Praees Canada $4.75 — Other Countries, $5.70): 
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fabrication region should encourage the growth of peri-metropolitan 
Satellites, Montreal has failed to do so, especially when compared 
with Toronto. 

The conclusion includes some remarks on other parts of the 
Country as well. The author believes, for example, that if we are to 
Succeed in maintaining and developing the transformation industries now 
located in the Maritime provinces, the fragmentation characterizing this 
region will have to be eliminated as soon as possible and one agglomeration 
within the Saint John - Moncton - Halifax triancle will have to be chosen 
as the growth pole, if not development pole.. 

In the West, the author finds that Winnipeg has not succeeded 
in becoming the development pole. Since Alberta is now undergoing the 
industrialization process, we must expect Calgary orvEdmonton tor both, 
to play a more extensive dominating role. 

This study served as technical background for an Economic 
Council report on regional disparities’, The author first examines how 
a region's industrial structure and particularly its economic base impose 
certain constraints on the geographic distribution of population. 

Michel Boisvert defines three types of regions: 

- resource regions whose economic base relies on the primary 
sector, and which have a low concentration of population in urban areas 
(Labrador, Regina-Saskatoon, Gaspesia for example) 

- transformation regions specializing in manufacturing industries 


related to raw materials, in which a large proportion of the economic 


2 ECONOMIC COUNCIL OF CANADA, Living Together: A Study of Regional 


Disparities, Supply and Services Canada, Ottawa, 1977. 
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activity is located in the regional metropolis (such as St. John's, 
Halifax, Chicoutimi, Winnipeg) 

- fabrication regions (only two in Canada: Montreal and 
Toronto) which have more assembly industries to meet final demand, and 
the geographic characteristic (in addition to high population density) 
of emerging satellite cities in the peri-metropolitan zone around the 
development pole. 

Having verified that this correspondence does exist between 
the industrial structure and the urban system in Canada's regions, the 
author proposes some objectives in order to improve Canada's urban systems, 
such as better integration of primary industries in resource regions and 
the emergence of growth poles in transformation regions (particularly 
Thetford Mines in the Quebec City region, Thunder Bay at the edge of 
Winnipeg's zone and Kelowna in the Vancouver region). The author also 
believes that the designated regions program originally proposed by the 
Department of Regional Economic Fxpansion, rather than promoting the 
desired nodalization in these two types of regions, would actually 
perpetuate the scattering of economic activity over wide areas of a region. 

While a regional metropolis should ideally advance gradually 
from one stage to another (for example from the status of transformation 
region to fabrication region), the author warns that the opposite may 
occur, and that the industrialization of a particular region may very 
well decline. He states that regions such as St. John's, Chicoutimi and 
Sudbury are in danger of falling from the transformation stage back into 


the resource stage because of the net emigration observed there, and 
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particularly. because.of-the decline in, the relative, profitability of 

these locations compared to the Alberta, British Columbia and Southeastern 
U.S. regions. Conversely, the region polarized around Calgary and 
Edmonton now appears to possess the necessary conditions for passage 

into the transformation stage, particularly because of its proximity to 
the Far North and the Pacific. Mr. Boisvert also does not exclude the 
possibility that industries in the Montreal region could shift toward 
Toronto and begin to grow in the Vancouver region in the near future. By 
analysing the past growth of Canada's various regions, the author concludes 
that under present conditions of rigidity and imperfect labour markets, 

a region that is unable to advance to the next stage of its development 
sequence will eventually be forced to face problems of surplus labour 
resulting in lower participation rates, higher inflation and lower levels 
of per capita income. 

The professor at the Institute of Urbanism stresses therefore 
that the development of an appropriate urban system should form part of 
any regional economic development strategy. He suggests in particular 
that urbanization should be promoted in resource regions, industries in 
transformation regions should have incentives to locate in the regional 
metropolis and peri-metropolitan satellites should be encouraged to 
compete with the development pole for the establishment of fabrication 
industries. 

i To achieve these results, the author points out that the 
government has two main categories of instruments at its disposal: the 


first is aimed primarily at the urban structure and influences the location 
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of industries through restrictions (zoning regulations) and privileges 
(subsidies). The second deals more with spatial dynamics and acts on 
the relative accessibility of each urban centre through the organization 
of transportation and communications networks. In this respect, the 
author considers that the autoroute network, as well as the routes used 
by mass transit in the Montreal region, have been unable to adapt to the 
reality of a fabrication region that must not concentrate all of its 
ectivity in the metropolis but rather promote the development of a few 


Satellite cities in the peri-metropolitan zone. 


NOTE: This study reflects the views of the 
author and not necessarily those of the 
Economic Council of Canada. 


For further information: Information Section 
(613) 993-1894 
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ee 78/17 DO NOE PUSLisSh BEFORE 
S25 Or eet ai. BED ST!) 
WEDNESDAY, OCTOBER 25, 1978 
THE RECOONOM CUCGUNCIL OF CANADA CALLS FOR 


MEASURES TO STIMULATE THE ECONOMY 


DIThWA -= the Economic Council of Canada estimates. that the 
Seaaeral Spending restraint program, even though it is aimed at encouraging 
Se avate initiative.and job creation, will have depressing effects on the 
economy unless accompanied by measures to stimulate consumption and 
spending by business. 

The Council has therefore recommended today that "the federal 
government tntroduce measures to stimulate the economy, wtth a view to 
Perteving a 4.5 per cent rate of real output growth tn 1979 and to gatning 
Powentun towards sustaining growth at this pace or a itttle better in the 
mere few years." 

The Ceuncil suecested that the first stimulus might be any one oF 
the following: 

—~ @ cut of almost 50 per cent in the federal sales tax, 


ettrective January lL, L979, resulting in -a stimvlus of 


Hoot 6. :2. billion; 
Fifteenth Annual Revtew: A Time For Reason, Economic Council of Canaca. 


(Printing and Publishing, Supply and Services Canada, Ottawa; Catalogue 
No. EC21-1/1978; price: Canada, $4.00: elsewhere, $4.80). 
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e+ Bygmagoe Cutiinipersoual income; taxes,.also)ofsabout 
* 2ebilidon,eprefterably.on a selective basis: 

-“auréenewalrof;+the,federal-=provineial:- agreements that 

zreducediprovincial-sales,taxes. 

-- a combination of parts of the three approaches. 

Whatever stimulus the federal government chose it would be in 
addition) to. tax,reduction.resulting from indexation. of,.federal and most 
provincial.personal income, taxes. 
ine Bifects;:of.These),Tax,Guts 

The Fifteenth Annual Review of the Council released today in 
Ottawa,~etates-that the. economic .restraint,policies: already announced. by 
the VWarious+covernments willslikely.result, in.growth,in 1979 and,1980 
Pemeandneg, belowr4s,perycent,.-uneuployment. continuing, at_close,to.8.5 per 
C8iteetuosintiation siliehtly over, /..per cent. 

Dsine. samudations trom, the, CANDIDE, econometric. forécasting 
nogelan. the Economic. Council, of, Canada, has estimated, that: 

@ A permanent cut in personal income tax rates, equal in 
Peet brete year to. 2. ba lijon. if ity took effect in 1979. would 
considerably stimulate the economy in the coming year and would 
Hoe thobhes teak orowth rates to, 4.5. per, cent... Private investment 
would be. encouraged and. would maintain, its. strength oyer the 
subsequent years. Despite thessize of this tax, reduction, the 
unemployment rate would still remain well above the 8 per cent. 

@ Alternatively, a cut in the federal sales tax equivalent 
pe, oS bidlion.«~ if passed on directly to. consumers,,. could also help 
boost the real growth rate by half a percentage point, to 4.4 per 


cent... Again the unemployment rate would remain well above the 8 
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per cent tevel but the inflation-rate would slow by a full percentage 
Portas Oo 0.) per cent dn the first year. 
The Council in fact developed nine simulations encompassing 
different international and domestic conditions and alternative 
monetary and fiscal strategies. They demonstrate that as far as economic 
strategies go "there are no easy ways to alleviate the dtfficulties." 
Effective budget measures in one area may produce undesirable effects 
Bro wwther areas. Therefore, tough ‘choices confront Canadians in reconciling 
their medium-term objectives and the relative importance they attach to 
economic growth, unemployment, the government deficit, the current account. 
The starting point for the projections and the tax cut recommend- 
Bcton was What the Council called a "mized austerity" solution. This 
assumed that the federal government would adhere to its already announced 
policies and would keep its expenditure growth 1 per cent below of nominal 
Gross National Expenditures, whereas the provinces would maintain neutral 
or moderately expansionist policies. The result was as described, with 
the annual real growth rate over the medium term exceeding 4 per cent only 
in 1981, and unemployment rates persisting at their present high levels. 
Following what it described as the "new economics", the Council 
tested how much private spending would be necessary to offset the federal 
austerity and get the economy up to 5 per cent real growth. Describing 
nis as "full steam private spending", the Council concludes that given the 
investment knowledge at hand and the present consumer spending and savings 
patterns the likelihood of such an outcome is highly improbable. Lt 
would require a burst of business and consumer confidence and a sustained 
increase in private spending "unprecedented tn the last 50 years in Canada." 


The already beleaguered current account balance-of-payments deficit would 


Soar, necessitating massive foreign borrowings. 
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ercer- 1981 

While the Council does not believe that the restraints 
announced by the federal government will, by themselves, produce a 
spectacular surge in private spending, it doés foresee some strengthening 
ef private investment clustered particularly in 1980 and 1981 as the 
Arctic gas pipeline and other energy-related projects are developed. 
TheresitemnithenCouncil’s projections. show)a’ pronounced !slowine of private 
investment and real growth. 

As it was in tts Garilier study Towards More Stable Growth tn 
Cone tructtonsithe Council's view is that int, ‘some’ adreas!.of Canada 
too many public and private investment projects could occur concurrently 
and wetcyelesointntensified and then too little spending take place. This 
could genenateinntiationary pressures in the first case, and unnecessarily 
high unemployment in the second. 

“Toe byseavtherefore, thererts\ the need to réducé the 
uneertainttes and restore bustness confidence among private investors. 
[Rereay; ter, tf ve a matter of timing the pubite expenditures s0 ae to 
ensure steady growth." The Council's second recommendation this year 
is "that the federal government, tn co-operatton with the provinces and 
with the business and financial community, make a renewed effort to plan 
and develop a medtum-term strategy of phased spending on major capttal 
works designed to contrtbute to the effictent operatton of Canada's 


tauetYrial structures.” 


(30) 


For more information: Information Section 
(613) 993-1894 
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Selected Indicators Associated with Alternative Policy Scenarios, 
1979=83 


Real gross national expenditure 1979 1980 1981 1982 1983 


Mixed austerity cL) 
Full-steam private spending a5 
Income tax cut 4.5 
Federal sales tax cut 4.4 
Combined tax cuts ope 


Gross national expenditure 
deflator 


Mixed austerity Vee 
Full-steam private spending Paz 
Income tax cut 1 
Federal sales tax cut 6.1 
Combined tax cuts 5.9 


Private non residential 
investment 


Mixed austerity 4.4 
Full-steam private spending 9.2 
Income tax cut 4.9 
Federal sales tax cut De 
Combined tax cuts 5.6 


WhNHAaO WM 


Unemployment rate 


Mixed austerity 8 
Full-steam private spending 8 
Income tax cut ae 
Federal sales tax cut 8 
Combined tax cuts 8 
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source: Economic, Council of Canada,.1978. 
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- HARSH REALITIES - 


OTTAWA -- The outlook for the immediate future appears uncertain 
and Canada's economic performance will depend in oe part on EAE skill 
with which policy-makers can manage the stabilization levers and financial 
relations with foreign countries. 

In its Fifteenth Annual Review, the Economic Council of Canada 
examines the economy's strong points and shortcomings. On the one hand 
Peonotes thetisthe international and domestic.,competitiveness, of .a range 
of Canadian goods is stronger as a result of the depreciated Canadian 
dollar and the slowing of increases in production costs in Canada; 
productivity growth in the manufacturing sector continues to be relatively 
satisfactory; more Canadian goods than ever are being processed before being 
sold abroad; and idle manufacturing capacity has diminished. Despite the 
weakening of the dollar and regular increases in energy prices, underlying 
domestic cost pressures have decelerated. 

On the other hand, although roughly half a million new jobs have 
been created since the beginning of 1977, labour force growth has 
outstripped the increase in employment, and the unemployment rate has 


drifted upward. Investors continue to be cautious, as they are in most of 


j pene Raia, ane 
| | 


ee ee a ee 


lage 


: BF, a2 pe y 
ie Or GAs Ma. ss 
- nae iba 


Vides 
eee 3 


ee 
_ an 


@ 
sativa HeTiaNy Ton hd. 
(T20) sie este 


" _ | “—— <4) 


@°ei , ef Wagorse. ,.Yaasaaeew 5a Le oe 
ses 8 BATTTANER BEANS er 


HibIweort &yapags .sensyut stelbanat @A3 tot Aooljyve ‘oAT a “ash 
iitte Bast ne isi, Sgisi at besgeb Litw ssnamrotseq ofmotess a abets 
feloramhi bon sh'ewed. wobtvestitdese ods egenam oB9 axsiam-vokiog ewe 
sesitinues ogtsxo} ‘Usted 


=F, 


phert Yor Liotwod simogeeR 249 “\wervet, Jonah. Aaneesh ss 231. et. ‘< 


ph 


beac eae oft 5D ear mpi sage brs ssukoe yroxr3e a'ymoteas ai 

Sgus87 B@ 26 aesnevitiseqeus sisdenods bas fasalsaorsiat ods veds" atten 

BALSSHeQ basaioerqeh oft to siwesty B ga SORNOrIE BE atiean — 

Sbecel) HL Seon FOLIA Sebo sq Ai @o@nstogi io antwol@, Sis i 

ae a om 

yleviseloey sd oF aguaisnes 4edoe8 gait ssatecea sd? 0k Aiwore tiivias 1c 

.ad 910Tee Sekescoth glad ark 2608 Geaa Shown aaeltbaasd sexoe iytes>e 

od iqes{...bsialsiaib aed eploe¢es Sito sob tuaam sibit «bos, 7b 

sadigfishsy ,esvkig yarsns at ¢epestset teluges bad zelIch $434 Ya antaed 
«Batetalsooh avad setueaste ‘agate 

red edot wes totilta s tisd ¢itgues figuotitin ,basd .1sdt0 af? 80,5 

nd Ywors 95307 tuodati-. Stel to ehigaiard ens oonia. | 

esi 3381 tnsmyoiqasny $03 baa ,teeavelgas ot casetont atx 8 


aks rae 


ee 
of 938 y2c3 a8 ,avoijuss sf of swenttnos Joreeeaint geen 


Sic 


the OECD countries. Householders are saving substantially more of 
their income and thus spending proportionately less than they were some 
years ago, taking advantage of tax breaks and as a hedge against inflation. 
The current account deficit remains too large and, despite government 
expenditure restraint, the prospects are for sizable, though diminishing, 
federal budgetary deficits for at least a few more years. Finally, account 
must be taken of the concern over the whole issue of national unity. 
The Bounds of Economic Management 

The Council briefly reviews the role and performance of 
Pointercvclical ficonsal policy <n Canada. iti notes that with the indexing 
of the personal income tax and federal-provincial transfer arrangements, 
the amount of automatic fiscal adjustment has increased, reducing somewhat 
Ee. scope. 1. or, discretionary, federal,action. Moreover, the growing size of 
provincial and municipal expenditures, many of which are obligatory and 
recurrent, also sets serious limits on the government fiscal stabilizing 
initiatives... 

Observing that despite some budgetary stimuli during 19/5-78 the 
Canadian economy did not perform up to the federal expectations, the 
Council takes on the question of whether the present federal deficit is so 
Bevere as, to rule out additional fiscal stimuli. Comparing the Canadian 
position with that of other OECD countries it concludes that "Canada's 
overall fiscal performance has not been too unfavourable. Indeed the 
figures suggest that in combination with expected improvements in the 
federal budgetary posttton as a result of the modest growth anttetpated 
next year, there is room for new fiscal stimult should the government wtsh 
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In the area of monetary and exchange rate policy, it observes 
that the values of both the Canadian and the U.S. dollar have fallen 
below their intrinsic worth. But it believes that "there are reasons for 
belteving that a further fall in the dollar wtll only have a transttory 
effeet on Canada's inflatton rate and that the exchange value will go 
back up on tts own account." The Council observes that with "this year's 
rise of more than 2 percentage points in interest rates and the recently 
announced reductton tn the deficit, the fiscal and monetary polictes 
adopted by the federal government will most certainly restrain the 
Canadian economy next year." The Council cautions that "while contained 
inflatton and a stronger dollar are no doubt destrable, there have been 
optimtstte stgns -- higher capacity utilization, increased profits, and 
private investment -- that the Canadian economy is beginning to show some 
strength, and tt will require a fine balanetng act to avoid a monetary 
poltey so ttght as to abort the long-awatted recovery." 

The Council has doubts about the economy's ability to reach the 
federal government's real medium-term growth target of 5 per cent for 1978 
and 1979, established at the federal-provincial First Ministers' Conference 
last winter. "Our pereceptton ts that unless there are unforeseen and 
fortuttous changes in world markets or domestic expendtture patterns, the 
ttkelthood of achieving that magnttude of growth tn 1978 or 1979 ts very 
slim tndeed." Given present views of external and domestic economic 
prospects, and in the absence of new federal fiscal stimuli a more probable 
outcome is that real growth in both years will range around 3% or 4 per 
cent. 

(30) 


For more information: information Section 
(613) 993-1894 
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Boctal Security in Canada 
A CONSIDERABLE FINANCIAL EFFORT FOR 


RATHER MODEST REDISTRIBUTIVE EFFORTS 


OTTAWA -- The share of Gross National Expenditure earmarked 
for various social security programs registered remarkable growth in 
Ene latter haif,of, ther,1960s,. but. this financial effort» has been 
founds Lo have only minor effects on the redistribution of income in 
Ene country. 

The Economic Council's Fifteenth Annual Review devotes a 
pull chaptet. (/) -to»the various, health, education and welfare programs, 
and part of Chapter 6 to the relationship between unemployment and 
financial hardship. 

The Council points out that since most of these programs 
were specifically designed to meet the needs of precise groups -- the 
elderly, the young, the ill, the unemployed, women with dependent 
Paptorens—— theyvare not aimed a priori at particular levels of income 
even though many persons belonging to each of the groups covered by 


the social security programs may be poor. 
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As the programs have grown and tended to become accessible 
to all, they inevitably cover a growing number of middle- or high- 
income families. The Council examines the benefits flowing to and 
the costs paid by different income groups in Canada and concludes 
that the redistribution of income resulting from all social security 
programs taken together is only modestly progressive with the net 
benefits flowing to the middle class almost as much as the very poor. 

The most rapid growth of the all-government share of Gross 
National Expenditure occurred in the latter half of the 1960s when 
federal and provincial governments were implementing a full range of 
Measures idesignedictomadse the skills of young Canadians "and to protect 
all Canadians from extreme financial hardship due to old age, illness 
or loss of employment. Over the four years 1966-70, nearly half of the 
increase in GNE was attributable to public expenditure, much of which 
Wasi’provincial<«in ‘the ftelds \of ‘health and "education. Since then the 
main increases have been in unemployment insurance, family allowances 
and related social schemes. 
Appraising Various Social Security Programs 

The Council found that the overlap between the tndtviduals 
and familtes who expertence unemployment and those who are poor ts 
relatively weak. This is because many of the poor are not in the 
labour force because of age, disability or the care of children. and 
therefore not eligible for UI benefits. The majority of the unemployed 
are members of households in which others are working. Under these 
conditions it comes as no surprise that a substantial proportion of 
unemployment insurance benefits flow to families in the middle- and 


high-income brackets. 
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While acknowledging that there is further scope for 
reducing health care costs, the Council also praised governments for 
the admtrable job of developing efficient and universal health and 
hospital care plans. The hospital insurance plan financed by the 
federal and provincial governments and the health insurance plans 
administered by the provinces are found by the Council to combine 
untversal care coverage wtth equitable tnecome redistrtbutton. 

The Council emphasized the importance of health care to 
low-income families and supported provincial initiatives to reduce or 
eliminate the premiums or to provide rebates to older persons and 
those with limited income. It also expressed disappointment at the 
federal government's decision to eliminate completely Statistics 
Canada's annual health survey, suggesting that alternative arrangements 
topcoliect,the, information,,at,least,onea partial basdis,,. could, have 
been made. And it urged a greater use of multidisciplinary clinics 
on an outpatient basis, thereby reducing the costs of hospitalization 
where it is not needed. 

In the area of education the Council observed that the 
growth in university education enrolment has levelled off. Much of 
the recent growth in post-secondary education has been in occupationally 
oriented courses, with the rate of enrolment expansion in community 
colleges and related institutions outpacing that in universities. On 
the critical issue of student-teacher ratios at the elementary and 
secondary levels, the Council was dubious about the need for further 
reductions in class sizes, stating: Thus we urge that in dealing wtth 
funding arrangements, governments assess the questton of class Size 
in the light of tts relattonship to the improvement tn the cognitive 


and affective skill development of students. At the same time, however, 
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we applaud the efforts of educational tnstttutes -- through more 
flextblte teachtng arrangements, téleviston, and other media -- to 
bring educattonal opportuntttes and dtverstfted courses to a broader 
cross-section of Canadtans. 

The Council noted that some observers have questioned the 
necessity for a flat old-age security payment to all persons age 65 
and over, eopaed abe of their other sources of income. It raised the 
possibility of augmenting the Guaranteed Income Supplement to 
pensioners who need it and reducing the flat Old Age Security payment, 
or eliminating the special income tax exemption for persons over 
age +65% 

The Council suggested that the combination of universal 
youth and family allowances and tax exemptions cancelled much of the 
redistributive potential and even had regressive effects. Nonetheless, 
it considered the federal initiatives to be in the right direction, 
though there may be severe administrative problems in channeling tax 
refunds to eligible mothers. 

The Council concluded that there should be no reduction 
in the Canada Assistance Plan which provides a variety of social 
welfare to those in need. It noted too the inter-relationship 
between unemployment insurance and social assistance, observing that 
the 1971 enrichment of the Unemployment Insurance Act had been 
followed by a reduction annually of between 100 and 230 thousand 
persons getting benefits under CAP. 

Difficulty in Achieving Substantial Savings 

Despite an expected diminution of growth in public expen- 

diture in relation to Gross National Expenditure, the Economic Council 


does not foresee governments achieving substantial savings on the 
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foregoing social programs in future. While demographic changes 
may lead to a relative decrease of expenditure in the education and 
family allowance sectors, it willWalso produce expansion in the 
health and old-age security programs. Some savings could be achieved 
by moving away from untversal to more selective programs, but selec- 
tivity has its own costs tn terms of an tnereased bureaucracy, 
regulations, and enforcement procedures. The Council also was aware 
fe che fact that doing away with the principle of universality that 
now governs some of the social programs would be disapproved by many 
Canadians. For programs that tnvolve contrtbuttons, parttetpants 
buttd up aietrongisense: of entttlement, quite apart.».from the ltevel 
of thetr tneome. Moreover, as emphasized by one Council member, 
some people believe that a better way to achieve more equitable 
PeereInurionwot 2.ncome in Canada is not to sacrifice the principle 
of universality but rather to use the major income redistribution 
instrument, the progressive personal income tax system. 

The Council concluded that Canadians are most ltkely to 
focus their concern about fairness on the etreumstances tn whitch 
ineomes are generated and distrtbuted rather than on the dtfferences 


pare tnoneial tneome alone. 
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For more information: Information Section 
(613) 993-1894 
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The Goods-Producing and Service. Sectors 
NO SERIOUS STRUCTURAL BREAKDOWN HAS OCCURRED 


VITAWs ee ihe Bconomic Commer on Canade, in its if reenth Annwar 
Review, concludes that "apart from the htgher relative costs associated 
WLth the rise in energy prices in Canada, our analysts does not show that 
there has been any dtscerntble sertous structural breakdown tn the 
Bompetittive performance of most of Canada's industrial and service 
ertverprises. " 

This year, the Council has devoted three chapters to the growth 
ot the go0ds—producine and Service sectors. The Council finds that not 
all the primary industries are highly competitive, that manufacturers of 
highly labour-intensive Canadian products will face a considerable 
Pratltenge, and that the service sector will no longer, as in the past, 
continue to absorb all growth in the labour force. But the Review 
concludes that there has been no basic transformation that would seriously 
weaken Canada's overall industrial competitiveness at home and abroad; 
Wo.. adesptte the genuine threat to Canadtan manufacturers of ltabour- 
tntenstve goods, which the opening-up of trade to developing countries 


entatls, there could be more than offsetting export opportunities 
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for the foodstuffs and raw matertals (primary or processed) in whtch 
Canada now enjoys a natural advantage. There will, however, have to 
be structural adjustments. Not all of Canada's primary industries are 
well placed competitively, and not all manufacturing will be affected." 
The Primary Industries 

The value of Canada's primary production and exports has grown 
rapidly. during the 1970s,,but the gains in the volume of trade have been 
far less impressive. Rising capital costs of resource development, 
Mounting, energy, and pollution, control costs, and.increased,. international 
competition are contributing factors. Moreover, there is evidence of a 
slowing of productivity growth within major sectors of Canada's primary 
industries. The situation varies, however, from industry to industry and 
resion to, region. 

Loki nen ahead ,)ime thesfdeld.of,agricolture,, strong, erowth, can 
pe expected for grains, oilseeds, and red meats, and to a lesser extent 
for poultry and eggs. In fishing ,the extension of Canada, 6 fishery- 
Management jurisdiction to the 200 nautical mile limit, along with quota 
mirlocatdions: toe participating, fleets,, gives, promise to,therindustry. 
Japanese and European markets are becoming an increasingly important source 
of export earnings. Canadiani.exportens of forest products, are. residual 
Suppliers to the United States market, and the industry is highly subject 
to cyclical swings in residential construction in that country. Currently, 
the industry is prospering, but longer-term forecasts are for slower growth 
im the: L080s.\- Most, B.C. lumber. enterprises, are) highly competitive. On 
the other hand, eastern producers of kraft pulp and newsprint are at a 
serious cost disadvantage with southern U.S. mills and considerable 


modernization will be necessary if Canadian producers of highly processed 
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paper and wood products are to gain wider entry into foreign markets. 

The mining sector has been depressed. Profit levels are low, 
demand prospects in the 1980s weaker than in* tne 1950s and 1960s, “and 
the industry is spending only limited funds on finding new reserve ore 
bodies. The energy sector faces considerable financing requirements that 
the government has already estimated at $200 billion in today's dollars 
Dyer thennext(fifteencyéears. 

The Council observes that in the decade ahead "... massive 
investments are required in the energy, the forest products and, to a 
lesser degree, the mineral sectors. Since most of this investment will be 
made by the private sector, there must be ample assurance that these 
efforts wtll not go unrewarded. This, in turn, presupposes an economte 
environment in which the investing enterprtses will enjoy satisfactory 
eash flow postttons and have access to appropriate institutional funding 
ever the long tterma”" 

The Manufacturing Sector 

A brief review: of performance in the manufacturing sector in 
mecenioyears dhas (hed ithe) Council to conclude that "mueh of the slowdown 
tn manufacturing growth and the adverse movement in the trade balance can 
be explatned by cyelteal factors." 

The Council recognizes nonetheless that some industries within 
the manufacturing sector are beset by a number of longer-term and more 
fundamental problems. it sis. notfeleary ins the Cauncid s opameon, -wherhar 
these difficulties have become more pronounced in the 1970s, but in the 
more competitive trading environment of the 1980s there could be serious 
problems for some industries, particularly those characterized by a high 


degree of labour intensity. 
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tue VouMNciaycoena cual, cyclical ractors apart ° overdy? 
productivity growth rates in manufacturing are still roughly equivalent 
to the average growth rates achieved in the 1960s and the expansion years 
to 1974. However, in the early seventies the annual real output and 
employment grew by 8 per cent and 3.2 per cent respectively, compared to an 
annual growth of 4 per cent in real output and an actual decline in 
employment rates since 1975. 

Most of the long-term productivity growth in manufacturing is 
accounted for by such changes as technological innovation, increases in 
plant size, changes in the quality of the work force and improvements in 
me Organization of production. “The higher costs of most ‘firms producing 
Snly for the Canadian market vis-a-vis U.S. firms result not ‘so much from 
ene smaller scale of production as from a lack of ‘specialization and ‘too 
diversified product lines. 

We ft dd a0 -1ts £977 *Aoncal *Rev rew .the "Council! *eontes *tnhe 
Sroblems arising from large portfolio ‘borrowings at high interest rates 
mud the net outflow of equity capital from Canada. While this has resulted 
in a modest decline in the proportion of plant and equipment owned by 
Ponresidents, it has also contributed to ‘Canada's growing deficit on 
Mirrent account debt Services. ““Moreover, the Council” citées studies that 
show foreign-owned firms enjoying higher productivity, greater market 
power and higher profits than Canadian-owned firms in the same industry. 

It concludes that "given the recent tnvestment pause in Canada, foretgn- 
owned firms have been content to finance principally by means of thetr 
retained earnings, whereas the net outflow of Canadian equtty funds 
probably ts an indication of the growing maturity of domestte corporations, 


whitch are increasingly exploiting their market advantages and know-how 
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through subsidiary enterprises in the Untted States and elsewhere." 
Service Sector 

While almost all of employment growth in Canada has been 
in service sector jobs, the demand for services overall has not grown 
much faster than that for goods. This is because the price of services 
has risen much more rapidly than for durable and most nondurable goods. 
However, the service and goods sectors are closely inter-related and 
future technological developments in the service sector are expected to 
melp increase productivity. And the period of rapid growth in public 
sector ASAE Perera now drawing to a close. 

The chapter in the Fifteenth Annual Review dealing with services 
describes the electronic and organizational innovations that, while not 
yet significantly displacing ‘elerical)*and “other sémi-skilled “workers, 
have Caltered the itype ‘of work they até "performing! ‘Médreoverf with rising 
service costs, more and more self-service and do-it yourself activities 
are underway. The Council concludes that with rising incomes Canadians 
will seek more customized services to serve their specialized tastes; 
but as price conscious buyers they will also seek competitive and 
efficient sources’ ‘of ‘supply. Hence as workers "Canadians employed tn 
service activities will continue to be faced wtth uncertainty about the 
permanency of thetr work, the wages they ean expect, and the career 


Prospects that<tte ‘ahead»" 


(30) 


For more information: Lntormation Saat ian 
(613) 993-1894 
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Fifteenth Annual Review: A Time for Reason 


im this Reg¢eentm@ Annual Review”, as in the past, the 
Economic Council examines Canada's medium-term prospects, and comments 
on current measures to improve the functioning of the economy. 
ie An, Overview of Recent Economic Developments 

Net external demand was by far the outstanding contributor 
Pe woanada. Ss erowth: ain 1977. This demand must, however, be placed in 
the context of the relatively weak recovery in Europe, Japan and 
North America, widening external payment imbalances in several countries, 
erratic, fluctuations in currency exchange markets, and the risk of 
Seroneer) protectionist. reactions. 

Domestic demand, on the other hand, continued to reflect 
consumer uncertainty, restraint in government spending, business reluc- 
tance to invest in the face of economic and perhaps constitutional 


Hpcertainties, -and low capacity-utilization rates, Lt elso reflected 


* Fifteenth Annual Review: A Time For Reason, Economic Council of 
Canada. (Printing and Publishing, Supply and Services Canada, Ottawa; 
Catalogue No. EC21-1/1978; price $4.00 in Canada; elsewhere, $4.80). 
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lower levels of residential construction, resulting from large 
housing inventories. The overall growth rate improved during the 
first half of 1978, ,but there was some deterioration on the unemploy- 
ment and inflation fronts. 

@at trace nd Forneien investment 

While foreign trade was a major factor in the strong growth 
in real income and expenditures registered in the early 1970's, 
Canada's favourable terms of trade began to deteriorate, offsetting 
some of the fortuitous income gains of previous years, with the end 
of sthie boom im.ceommodtity aprices:,and othé prise ain oil wrnicess (othe 
depreciation sof othe rCanadian »dollarhhas' given a (positive .boost to 
Canada's: trad@ebhbadbanmde iteh977 samd 19%8: 

Since hb373 wicapitalk outflows, associated with the <-purchase 
of equities abroad or with the repatriation of foreign-owned assets 
in Canada have consistently exceeded the inflows of direct investment 
in Canada. At the same time, foreign purchases of new securities 
issued by provinces, municipalities and corporations reached unusually 
high levels. This recent change in the structure of Canada's foreign 
debt will definitely have its consequences: unlike dividends, interest 
on portfolio debt must be paid year in and year out until smaturLey. 
Moreover, since 1973, Canada has been a net exporter of pdinect <eaui ty 
capital, while outflows of direct investment capital from Canada 


exceeded inflows by about $1.5 billion. 


Finally, the multilateral trade negotiations now taking 
place in Geneva will open new markets and encourage competition, 
providing opportunities and new problems for Canadian industries 
and consumers. The genuine threat that these negotiations represent 


to some Canadian manufacturers of labour-intensive goods should be 
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more than offset by increased export opportunities for the feodsturts., 
raw materials and manufactured goods in which Canada has a competitive 
advantage. As will be seen in the next three chapters on the nroduction 
Or @00ds mand, Services, not, all, of Canada's primary industries are 


well placed competitively and not all manufacturing will be affected. 


SFA The Primary Industries 


Over the years, Canada's primary-based industries have 
shaped much of this nation's development. Representing 60 per cent 
of all Canadian exports, the resource-based industries provide 
considerable employment and income for Canadians in many regions and 
reaches of the country that would otherwise remain barren. 

In the decade ahead, some resource industries will grow 
rapidly while others will lose momentum. In the, forest, products 
Bector., for, example, producers, of pulp and, paper, in, eastern Canada 
may experience some difficulties, whereas the outlook appears more 
Favourable, for most B.C... lumber. enterprises. which seem to be highly 
competitive. 

inv theyminine sector, profit Levels are currently at bow 
ebb, and recent indications are that Canadian companies are not 
spending sufficient funds to ensure that new reserves and additional 
production capabilities will sustain the desired future production 
levels. The strong continuous growth in metal reserves of the 1960.8 
has ceased since 1974. 

Finally, the energy sector faces considerable financing 
requirements that the government has already estimated at 200 biliion 
bn today's, dollars. overthe next fifteen years, which will require 


arrangements with lending institutions to ensure coherent financing. 
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Since the resource endowment of Canada's main regions 
varies greatly, the foreseeable changes in world demand could produce 
a change in the regional economic growth patterns. 

a. ithe Manufacturing Sector in Canada 

Canada's manufacturing sector -- and most particularly 
ee WOre LevVUUr=Intens.ve Industries == faces a Major challenge in 
asajusting to pressures of increasing international competition. 

im the years to come, government efforts to encourage adjustment 
wert we, important . Industrial adjustment and incentives programs 
Weld Continue to reqthire a Significant share of vovérnment resources. 

However, government grants and subsidies, procurement 
PpoLicies, Gxport assistance, and programs to promote research and to 
encourage regional development involve substantial public expenditures. 
im the present pertod Of government restraint, it is most appropriate 
that these programs be subjected to rigorous and systematic analysis 
of their costs and the benefits they produce. 

The Department of Industry, Trade and Commerce, in conjunction 
Ween private industry, conducted an analysis of the needs of each 
sector. The reports by these a eee MRE ER, reveal the need for a 
sorting by governments since their recommendations are just as likely 
to, font Lict as to agree’. 

It must also be recognized that in most cases where firms 
Or industries are encountering competitive difficulties, the market 
feesuccesstully carrying out its function. The application of 
industrial policies should not impede the adjustments dictated by 
these market forces. There are, of course, perceptible shortcomings 
rr this system and no government can remain aloof to the problems 


Peaeea by major industrial dislocations or sévere regional disparities, 
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D. the Service Industries 

Future technological developments in the service as well 
as the goods-producing industries are expected to lead to a cumulative 
rise in output per man and per. man-hour,., The rapid expansion in 
piblici services,ds drawing, to a, close, and. the time is. already in,.sight 
pnem the, commercial, sernvice, sector, will no longer absorb all. growth 
in the labour force. 

With dncrneases, in) the nelative price, of services. outstripping 
piose of. most new electronic,.equipment,,, the, automation of offices and 
business procedures may be close at hand. .As consumers of services, 
Canadians will seek competitive and efficient sources of supply. 

This may signify that Canadians employed in service activities will 
continue; to be faced with uncertainty about the permanency of their 
Work, the, wages, they, can; .expect and the career prospects that lie ahead. 
6, Ferspectiives: on whe, Unemp Loyment, Rate 

The aggregate unemployment rate serves less well than in 
Ee, past. all. ithe many .roles to.which,.it..has been. traditionally 
assigned —--. as an indicator, of cyclical phase, tightness, inflationary 
potential, and hardship. For example, in comparing the August 1978 
unemployment rate of 8.5 per cent with the figures that prevailed 
ie eave, date «L960'sr, peaple often tose, sight of the fact,.that ,the 
Canadian economy is employing proportionately more persons of working 
ee, now than sin the foum vears, from 1966 .to 1969. when, .the, unemployment 
rate was well below 5 per cent. 

Bint, pit. cis primarily im the selationship, ibetween the wnemp.loy- 
ment Yate and ithe .evel, of hardship borne, by Canadians,.;fjhat the imper- 
feactions..of, this, indicator become apparent. The overlap between the 
individuals and families who experience unemployment and those who 


are poor is relatively weak. 
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13 Governments and the Search for Equity 


For many reasons, federal government expenditures of 
health, education and social welfare programs represent a growing 
slice of GNE. There appears to be relatively little room for expendi- 
ture savings other than those that may occur as the result of changes 
in the composition of the population -- in the areas of education 
and family allowances, for example. 

Limited savings might be found by moving away from universal 
tee more Selective’ prograhs, 9 but this! has its owh costs dn terns! of 
an increased bureaucracy, regulations and enforcement procedures 
as well as political divisiveness. Very modest savings might be 
achieved by eliminating special tax exemptions that favour the 
well-to-do. 
8. The Bounds of Economic Management 

The outlook for’ the next five years, as we perceive it, is 
for relatively moderate growth (generally well below 4 per cent), 
persistent. infilation’ over*6,.5 or 7°) per cent, unemployment? trates! of 
Sato Oper  Centi and large’ current! accounté deficits 

the’ @hodteror Listcal’and’monetany’ policies willie note be 
€asy, since no single objective can be achieved without cost. A 
vigorous pursuit of growth and high employment would require measures 
that could aggravate inflation and worsen the current account deficit. 
A further tightening of monetary policy to combat inflation would 
jeopardize growth and increase unemployment. A reduction in the 
balance of payments deficit could be achieved by allowing the exchange 
Pate to drop further, but at the risk of aggravating inflation. A 
tight monetary policy would encourage capital inflows but discourage 


investment and slow domestic growth. 
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9. Conclusions and Recommendations 

In view of the sluggish prospects ahead, the Economic 
Council of Canada therefore recommends that the federal government 
introduce measures to stimulate the economy, with a view to achieving 
a 4.0 per cent rate of real output growth in 1979 and to gaining 
momentum towards sustatning growth at thts pace or a little better 
on the Yvert five years. 

This recommendation is based on the injection of roughly 
$2 billion of stimulants into the economy, over and above the revenue 
loss to indexation of federal and most provincial personal income 
taxes. These stimulants could take the form of a marked reduction 
of the federal sales tax or major reductions in the personal income 
tax, or finally a renewal of the federal=provincial arrangements for 
redti¢ing* the -provincial ‘sales tax: 

The Economic Council foresees some strengthening of private 
gnvestnent, in 1980 and 1981, as the energy-related projects are 
developed. And thereafter, the Council's projections show a pro- 
nounced slowing of private investment and real growth. Therefore, 
the Council recommends that the federal government, in co-operatton 
wetTnh the provinces and with the business _and,finanetal community, 
make a renewed effort to plan and develop a medium-term strategy 
Of phased spending on major capttal works destgned to contrtbute to 


the efftetent operation of Canada's tndustrtal structure. 


co0) 


For more information: Information Section 
(613) 993-1894 
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PR 79/03 FOR IMMEDIATE RELEASE 
June 15, 1979 


OTTAWA -- Regional income disparities in Canada may be partly the 
result of the speed with which different areas of the country adopt new technologies. 
A study released by the Economic Council today says that slowness to respond to 
innovation may be as important in explaining the low productivity of a region as 


the structure of its industry or the work experience of its labour force. 


The study, "The Interregional Diffusion of Innovations in Canada", 
prepared for the Council by economists Fernand Martin, Neil Swan, Irene Banks, 
Gordon Barker, and Richard Beaudry, looked at eight technological innovations in 
five industries, and marks the first time an attempt has been made to measure 
differences between regions in this way. The findings of the study are the personal 
responsibility of the authors and have not been endorsed by members of the Economic 


Council. 


The innovations chosen were basic oxygen process furnaces and electric 
furnaces in the primary steel industry; metal plates and roof trusses in the 
construction industry; containerization in shipping; shopping centres in retail 
commerce; special presses in newsprint production; and computer technology common 


to all industries. Four of these innovations were applicable throughout Canada. 
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Despite the widely-held belief that there is no difference in the level 
of technology in use in different regions of the country, the researchers found that 
differences in geography may influence the speed with which a new innovation is 
adopted. Distance, the size of cities, management attitudes, or the level of 
organization in the government and private sectors of a region will also affect the 


spread of innovations. 


Firms in the Atlantic region were, on average, about seven or eight years 
behind those in the rest of Canada in adopting the innovations studied. Productivity 
of Atlantic industries lags behind industries in the rest of Canada as a result. 
Firms in Ontario, on the other hand, are generally ahead of the rest of Canadian 
industry in adopting new technology and they also lead firms in other regions in 


productivity. 


Not all of the innovations studied showed regional characteristics in the 
pattern and speed of adoption, but the researchers say that where there are regional 
differences it may be possible to develop regional policies to help correct the 


eLtvation. 


The authors say that while their sample of innovations is "neither strictly 
random nor strictly representative" they hope that their conclusions will "tempt 
others to explore further this potentially fruitful area of research into problems 


of regional development." 


For further information contact: Don Hanright, Director of Communications 
Economic Council of Canada 
(613) 993-1067 


Fernand Martin, University of Montreal 
(514) 343-7284 
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PR 79/04 


FOR IMMEDIATE RELEASE 

December 20, 1979 
OTTAWA -- The recommendation of the members of the Economic Council of 

Canada that Dr. David W. Slater be appointed Vice-Chairman of the Council, effective 


January 1, 1980, has been approved by the Government, it was announced today. 


Dr. Slater will assume the Acting-Chairmanship of the Council until the 
Government appoints a Chairman to replace Dr. Sylvia Ostry, who resigned effective 
December 31 to take up a new post as Head, Department of Economics and Statistics, 


Organization for Economic Co-Operation and Development (OECD), in Paris. 


A Director of the Council since March 1978, Dr. Slater was formerly General 
Director of the Fiscal Policy and Economic Analysis of the Federal Department of 
Finance (1973-78), President of York University in Toronto (1970-73), Dean of the 
School of Graduate Studies and Research, Queen's University in Kingston (1968-70) and 
a teacher at Queen's University (1946-48 and 1952-70). Dr. Slater is a native of 
Winnipeg. He served in the Canadian Army overseas (1942-45). He acquired degrees in 
commerce and economics from the University of Manitoba and Queen's University respectively, 
before earning his doctorate from the University of Chicago. He is married to the 


former Lillian Bell of Sarnia, Ontario. They have four children. 


— 


| i> 7h 


eyitoeqeex yJietovinU a'asevQ bas sdoglnet to ytieisvial) ed moss soimonogs bre -sozst 


yx feos obec ‘edt to okie Es 
| eae «honed eae = namsteii-oaiv 


odd (tau Lionuad edz To qiriansmatedo~pnisoa old onuees ikiw sodeIe x0 ‘oll 
| oviyastts: baugiuat orte syureo sivly2 «7d eosiqet os nemisd s asateqgs an — c 
(254 39a13692 bas zolmonos? to Japmsisged bee e6 teog wen & gu 9%62 oF it 
.2i16% mi , (COO) Jnemgoleved bas nottexsq-9? ‘aimonved 20% noltesim 

[sxened ylaceyo2 agw tovele .xd ,8TeL sora gonse Lionso> edt to togoex1iG A 
Yo thomsisqei Iexvehol of? io ebeylaaé oimcnooe bas yoblod fsoelS eft to Ae 
and lo amod ,(EC-OTeL) ofncuo? ni ytiexevint) AawY Yo snebiasst . (BY-ETeL) sonee 
bas (08-6901) notepqix ob yoierevind a  meong nipusseat bas antbute. sdeubs ro: io & | 
Yo svitgen 6s el tesealé .xa . NOT -Sc@i bas 8b-aber) yt bere tav 2 ee s voropes) ; 


spexpeb hetivpss of . (@h-SheL) aseetevo yarA neibensd oft ai bevise eH pate i 


sit of bealazyan ai ok opse.Ldd 30 vibetevinw eft mot etsetoscob elf paiazes sieg 


-noxbLide zuot sveil yer? .otitsin® ,sinzs® to Lise settled Be 


Lsovernment 
Publications 


Economic Council ; 
Of Canada The Institute 


, Conseil Economique Institut 
me U Canada de Recherches Politiques 


news release ‘communique 


PR 80/01 For Release 
Monday, August 18, 1980 


MINIMUM WAGES AND EMPLOYMENT 


Minimum wage laws may be damaging the job prospects of low-wage 


workers, SSPeCT ally aaa y are teenagers. Supporters ofy a 


government-established aise m wage say that it meets important 


02 
social goals. But \mahy economists have argued that the minimum wage 
j. 
cuts employment for péople at the low end of pay scales because it 


becomes too costly for employers to hire these low-skilled workers. 


A study published jointly by the Economic Council of Canada and 
the Institute for Research on Public Policy today adds more evidence 
on the side of the economists. The report, by Edwin West and 
Michael McKee, of Carleton University, says that minimum wages do 
reduce employment = at least for. young workers => and they probably 


don't do much to reduce poverty either. 


WEST, E. G. and McKEE, M., Minimum Wages: The New Issues in Theor 
Evidence, Policy and Politics. A study prepared for the Bconomic 
Council of Canada, and the Institute for Research on Public Policy. 
Ottawa: Supply and Services Canada ~~ Cat. No. BC22-81/1980E. 
Price in Canada: $12.25; Other Countries: $14.70. 
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Using econometric models, an approach they say is preferable to 
Surveys, West and McKee come to the conclusion that there is no 
scientific evidence to support continued government intervention in 
setting minimum wages. Because minimum wages reduce employment, say 
the authors, the government has to resort more often to job creation 
programs in an attempt to mop up the damaging effects of the 
previous policy. But these are only a "second-best" solution. It 
would be less costly to go to the root of the question and deal with 
mre policy that. caused the problem in ithe, first. place pwthey 


Suggest. 


West and McKee say they suspect the situation in Canada is very 
like that in the United States. Researchers there found that 
workers effectively covered by minimum wage laws tend to be 
unattached or dependent. There is not much connection between 


hourly wages and family income for workers earning low wages. 


In any case, the problem of poverty is made worse if workers lose 
their jobs when minimum wages are increased. Negative income taxes 
Or wage subsidies may be more effective ways of redistributing 


income than a minimum wage policy, says the report. 


The findings of the study are the personal responsibility of the 
authors and, as such, have not been endorsed by members of the 


Peoanomic Council of Canada or the Board of Directors of the 
Institute for Research on Public Policy. 


Por turther information, call: 


Communications Division 
Economic Council of Canada (613) 993-3591 
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PR 80/02 For immediate release 
August 29, 1980 


POPULATION AND LABOUR FORCE PROJECTIONS 


The Economic Council today released projections of the 
mevuration and labour force in Canada to the year 2051. The 
forecasts, originally prepared for use in the Council's program 
of research on the retirement income system in Canada, form part 
of a study by Frank Denton, Christine Feaver and Byron Spencer 
of McMaster University, and cover a 75 year period using the 


mojo population census as ‘a base. 


The study reviews historical changes in fertility, mortality 
and migration rates and examines the effects of these changes on 
population size, rates of growth and age distributions. Labour 
force growth, participation rates and the age-sex composition OF 


the workforce also come under scrutiny. 


In a comment on the difficulty of forecasting so far into the 
future, the authors say that "no one knows what fertility, 
mortality and migration rates will do over the next 25 years, 
let alone the full 75 years to which the projections relate." 


They have therefore made projections to cover a wide range of 


DENTON, F. T., FEAVER, C. H. and SPENCER, B.G., The Future 
Population and Labour Force of Canada: Projections to the year 
} 2051. A study prepared for the Economic COunc1 1 of Cenaca., 
Ottawa: Supply and Services Canada -- Cat. No. EC22-75/1980. 


Price in Canada: $3.50; Other Countries: $4.20. 
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alternative assumptions and the results show the range of 
population outcomes these imply. This approach is more useful 
for research purposes, they say, than trying to predict what 


Wilt actually "Oceurt 


The authors consider the possibility of a new "baby boom" 
which might occur if fertility rates were to start rising again, 
and they have projections which take account of a breakthrough 
in medical science such as.the discovery.of.a.cure for cancer 
which might lead to a sharp reduction in mortality rates. There 
is also a comparison with recent Statistics Canada population 


projections. 


The findings of the study are the personal responsibility of the 
authors and, as such, have not been endorsed by members of the 
Economic Council of Canada. 


For further information, contact: 


Information Section 
(613) 993-3591 
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PR 80/03 For immediate release 
August 29, 1980 


THE FUTURE OF PUBLIC PENSION PLANS 


Canada's public pension plans are coming under scrutiny as the 
proportion of older people in the population increases. A study 
released today by the Economic Council says that "whatever the 
course of future demographic change, some combination of changes 
in the benefit provisions and the financing arrangements appear 


to be inevitable." 


The study, by Frank Denton, Leslie Robb and Byron Spencer of 
McMaster University, was prepared for use in the Council's 
program of research on the retirement income system in’ Canada. 
Labour force participation rates, changes in mortality rates or 
big swings in the level of immigration do not have much effect 
on the choice of funding arrangements for public pensions, say 
the authors. But the cost of lowering the retirement age by 
five years is quite considerable, although it-falts far snort of 


the cost of doubling the benefit proportion. 


Financing of the Canada and Quebec Pension Plans: Some 


Penton, F. T., ROBB, A. L., and SPENCER, B. G., The Future of 


Council of Canada. Ottawa: Supply and Services Canteaga == 
Pat weno. EC22-7671980. Price in Canada: $3.50 3 Other 


Sountries: $4.20. 
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The study looks at five possible ways of financing the Canada 
and Quebec Pension Plans. Two pay-as-you-go schemes, (where the 
contributions of people in the labour force would pay for 
pensions for those who are retired), would involve increasing 
the contribution rate from the present 3.6% of pensionable 
earnings to over 9% by the year 2030. The other. three 
possibilities would mean an early switch from the present 
contribution rate to a flat rate contribution equivalent to just 


under 73%. 


The authors do not believe that the operations of the Canada 
and Quebec Pension plans are approaching a crisis situation. 
Feeping contribution rates at the present level will mean 
henefits will exceed contributions within the next ten years, 
pushing the fund into the red around the turn of the century. 
But it would not take much in terms of legislation to avoid 
these problems, say the authors. Switching to a pay-as-you-go 
system over the next ten or fifteen years, for example, would 
avoid having the fund go negative "without the provinces even 


repaying the borrowings from the fund." 


The finding of the study are the personal responsibility of the 
authors and, as such, have not been endorsed by members of the 
Economic Council of Canada. 


Por further information, contact: 


Information Section 
fol3), 993-3591 
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SERIOUS SHORTAGE OF SKILLED WORKERS 


The shortage of skilled workers has become a 2a la bra eryuarsele dog ieee for 
Canadian industry and the situation is not likely to improve over 
the next few years. A study released today by the Economic Council 
ee Canada Says that Ene problem is. particularly bad in western 
Canada. In Alberta alone, more than three-quarters of employers 
report hiring difficulties over the past few years and 68 per cent 


expect to face the same kind of problems between now and 1985. 


The study, by Council researcher Gordon Betcherman, 1s based on a 
survey of 1,400 employers right across Canada. The most critica, 
problems, says Betcherman, are with specific advanced blue-collar 
skills associated with product fabricating and repair and machining 
Operations. Serious shortages also exist for engineers and certain 


related technologists. 


Some of the more hard-to-find skills are in demand right across 
the country so employers have not generally been able to solve the 


problem by moving workers in from some other region, Betcherman 


found. 

: 
BETCHERMAN, G., Skills and Shortages: A Summary Guide to the | 
Findings of the Human Resources Survey. Economic Council of Canada. 
Ottawa: Supply and Services Canada -- Cat. No. EC22-87/1980. Price 
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European countries, which in the past have been a major source of 
skilled workers for Canadian industry, have put great emphasis on 
apprenticeship training schemes, but this method of skill-training 
has not proved too popular in Canada. Only 15 per cent of the total 
training effort of employers in the survey was devoted to 


apprenticeships. 


uly sone “out of every .ten employers looks*outside “Canada for 
skilled workers today. Most companies said they solve their 
skill-shortage problems by starting vocational training programs, 
but in the meantime, many ask the workers that they have to work 


overtime. 


Sorachic, Present wine, soayc the study, “the training, effort. in 
industry is not directed toward the acquisition of high-level 
skills. While the majority of establishments report some vocational 
training, only a. very small part of this activity is aimed at 
meeting our most critical shortages through comprehensive, long-term 


development programs." 


The findings of the study are the personal responsibility of 
author and, as such, have not been endorsed by members of the 
Economic Council of ‘Canada. 


Four further information contact 


Monica Townson 
(613) 993-1068 


Information on ordering, call 
tous) 29S—3591 
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DOES CANADIAN INVESTMENT HELP DEVELOPING COUNTRIES? 


Canadian investment in the developing countries has generally been 
regarded as desirable. But a study published today by the Economic 
Council of Canada says that direct investment in these countries by 
Canadian-controlled multinational corporations may not be beneficial 


either for the developing countries or for Canada itself. 


Steven Lanedon, of the Economics Department at Carleton 
University, says that the Canadian government “should abandon its 
public policy stance of encouragement for increased Canadian direct 
investment in developing countries and adopt a position of strict 
agnosticism on the matter”. While direct investment may well 
continue, government policy should focus on other aspects of 


development. 


Although it is widely believed that "Canadian" investment in 
developing countries comes mainly from the Canadian subsidiaries of 
foreign corporations, Langdon says that Canadian gontrolied 
corporations have now become important participants im atrect 
foreign investment and technology marketing in the developing world, 
and Canada's economic relations with those countries have been 


affected by this. 


Steven W. Langdon, Canadian Private Direct Investment and Technology 
Marketing in Developing Countries. Economic Council of Canada. 


Ottawa: Supply and Services Canada -~- Cat. No. EC22-82/1980E. 
Price in Canada: $8.95; Other Countries: S10. wo. 
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In transferring technology to developing countries, these firms 
often establish the same capital-intensive production techniques 
they are using elsewhere in their organization, so they generate 
less employment in the host country than a domestic enterprise 
would. Ene Dy aetting up production taciidties overseag, tne 
Canadian company may be reducing employment opportunities for 
Canadian workers who would otherwise be producing for export to 


those countries. 


Canadian-controlled multinationals have switched some of their 
resource investments to the developing countries, says Langdon, and 


this has “almost certainly come at the expense of domestic 
investments in resource processing and manufacturing that would have 
generated wide social benefits for Canadians”. In the continuing 
argument between governments and the resource corporations about how 
resource earnings should be divided, the resource companies can then 
play off different options against the government authorities in 
Canada to get a larger share of the windfall profits generated in 


this country. 


Canadian policy has encouraged this direct investment and yet 
there is no significant information assessment process to review its 
impact. Langdon recommends an extension of the government insurance 
guarantees program, with an independent public agency, other than 
the Export Development Corporation, being given a mandate "to assess 
investment projects carefully and fairly from a Canadian and 
developing-country perspective, rather than a mandate to expand 


’ 


Canadian exports’. 


Canadian policy should also look at different ways of transferring 
technology to developing countries, he says, such as through 
government agencies like the National Research Council or other 


bodies like the universities, co-operatives or Oxfam. 


The findings of the study are the personal responsibility of 


author and, as such, have not been endorsed by members of the 
Economic Council of Canada. 


For further information contact Information on ordering, call 


Monica Townson 
(613) 993-1068 (613) 993=3 531 


Para es hun 
; See ae 
a Lan i A Hi 
‘Meas A ea 
ie Ay aS, o A i a iy , 


eee Pepe tan: 


ssioqrages | ak ae ons 
os a ge Bitiosd wots Ht oe. ae 
sehen es meh uaiecs en at: seh me] 
oe stake Stan PW ‘inna dake sa 


pt g 


| wh ie im Re: : 
tied: 16 emoe hee wed: ‘ena i abtaaadsavin’ +11 a 
bas .robamed syaw seltiaves grhgoteved ont of e2nemsaonnt , 7 
st ieemen Fe wewegqxs 2449 98 emos tinieszeo tromla” ead whee, 
ave Bipow taedy gatzus2etuonn bra “Entsesso7g. s2ivowe nt eynamgasva? | 
gentuntiaes. 982 al “enaibeaad soi esihened: tetsos obiw. begerenag 
wor svods enol IetoR sas #9240893 ond bas tinomnyevog geewioed. jnomuase | 
edd os *#ohoeqees e2tueBes oid babi vib od bioode agninies soioest “fl 
nt astsdronton. jhempievog ed? tentege anobksgo Jmore22tb Yo yale) 
nt be Pat onsp wa 1Yorq Eieiomtw eit Yo avede “egret s eg. 03 sbsnad | 


“KURRTOD elds 


joey bas Beewicetnl iosrth aids begetvoons eel vottoq’ epthensd 
et) Welvsi1 ind esosotq tnomeasaen hats aye at Inaotiteghe on al oxod2 
s20K%unnt inemnteve, eds Yo no tbnedee (tR ehaammooes nobghad .3osqm) 


, 
teas Seuta vonage Siiduq Jashodas bat. me tiiw MK TBZ07q ssetnasaus | 


aeeeer OF" otshbnam @ wevig goied pholkinzoqroD inemqotlayved s100KR ena | 
bare o8thbensdD s& mov? eftis? boas vitviletaes etoet or, sasmseovol 2 
bhoages at @aeboam & aod’ sadder ,UVEITIRGRI OG vurnbos-gatqotsveh | | 
“eivognme anihamnd | 
Arttisieaset? fo ayaw icetetiih ye Het oe le bimwede yollog ostbeuad 
tguo1ds as doue .avete sf ,a@eivineos gaubaolisvsb o3 cosine 
yefto t0 LfonueD forsaseeh Lasotstaw of2 eAll getansgs ‘sae 


mateo to esvisderego-t5 esbatade vise mds odtt eokbod 


- ns - 
& 3S « 
3 > Sepa, 
LR Ny EE TT LA A Ne SS TT A a RT ee ae pied = + a RET 


ae vilitdieregessi ke shee 943 s%t8 yYdoute ed2 to. ogutbaiii 
(903 to etedmenm yd bovrohes nood goh ovat”, dove ae) bas) 20m 


. aba ad to Ltomvod ohh 


A ee a ce lO eS ge eh lt et te ili, 


i Peay ey oe 
{ino ,eninebio m@ aolsaazyeyal © aon adia jae 
; mo | . aoe or: =: 3 ; 
i ie ) is # o 70 6 } : 
7 Cl ae: ae ' ; 


C a al Bevemme:, 
Ee Economic pe, Conseil Poblicat 
/ 


/ c ° . 
— 60 Council economique 


of Canada ap? du Canada 
ews release/communique 


PR 80/06 For immediate release 
OQetober 27, 1939 


THE CONSUMER PRICE INDEX 


Pee Consumer Price todex does tot tbl tre fulde svory of 
Matlatrion, but just the game, it .can- serve as a user. £uLde Co 


price movements in the economy. 


A study published today by the Economic Counc gor “Canada “says 
Phat the responsibility for existing inflation ldjess with all four 
economic partners: government, business, labour and consumers. “in 
their search for an equitable arbitrator for inftlatepon,” says the 
report, "they have turned to the CPI because its features lend 
Baeily to. annual or quarterly adjustments Por > iene ae A Out. As a 
mewit, however, the CPI increasingly is assumed to be the final 


werd About inflation when, in -fact;—it--is-only one word.” 


Originally prepared for the Centre for the Study of Inilation and 
Productivity, the study by M. C. McCracken ander. Ruddbek, *dis cus¢ees 
Poe limitations. of the, Consumer Price Index as a measute of 


inelation and points out that it is not a cost of living index. 


However, the authors say that the CPI Gis uvwserul as a benchmark 
against which to assess government policies, and because its value 


Goes not change after publication, it is a canventLentatool *tho fase 


when compensating for inflation.” 


The findings. of the study are the personal responsibility of the 
authors and, as such, have not been endorsed by members of the 
Economic Council of Canada. 


For further information, contact Monica Townson (613) D93<1065 


M. C. McCracken and E. Ruddick, Towards a Better Understanding of 


Supply and Services Canada -- Cat. No. EC22-88/1980E. Price in 
Canada: $3.50; Other countries: Pa .20. 
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ECONOMIC COUNCIL OF CANADA 
RELEASES TWO-YEAR STUDY OF NEWFOUNDLAND ECONOMY 


™. JOHN'S... The Economic Council of Canada today released a major 
report on the economy of Newfoundland. Based on a two-year study of the 
province, the report Newfoundland: From Dependency to Self-Reliance says 
that the provincial government should start negotiations with Ottawa to 
"change a wide range of government policies in order to overcome economic 


problems in the Newfoundland economy." 


At a press conference today in St. John's, Council Chairman, Dr. David 
Mester, said "The province is at a very important crossroads with respect 
to the fishery and the oil industry. It has an excellent opportunity. 7o 
Make new strides in raising the performance of its economy. We are 


convinced that our findings and recommendations can be of considerable 


help." 
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> Council's study of Newfoundland was undertaken at the request of the 
ovincial yovernment and special funding amounting to $1.5 million was 
located by the federal government. The project marks the first time the 
uncil has conducted an in-depth study of a provincial economy since it 
B established in 1963. Much of the research was carried out in 


Beoundland and an office was set up in St. John's to co-ordinate the 


BK. 


. Slater said the Council was asked to look at alternative means of: 
reducing the unemployment rate in Newfoundland; 

raising earned incomes in Newfoundland, especially whrough raising 
productivity and employment; 

reducing the dependency of Newfoundland on transfer payments from the 
federal government; 

assisting the Newfoundland government to plan its development strategy 


in the medium term. 


Wcalling for a "new deal" for Newfoundland, Dr. Slater said "the 
jective should not be to cut off the transfers to Newfoundland, but to 
20rganize them in a way that will eliminate the detrimental side effects 
ney have on the economy, while at the same time developing ways to 


ommpensate those who will be affected by any policy changes." 


me report contains 25 recommendations dealing with employment 


pportunities, re-training of workers, control of the fishery, the 


evelopment of offshore oil and gas, and unemployment insurance. 
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he Council recommends: 


strict control of the entire Atlantic fishery throuyh a licensing system 
administered by the Department of Fisheries and Oceans; 
mredevelopment “of-a-system of income insurance tor self-employed 
fishermen; 

. a system of transferable landing rights for the fishery; 
, upgrading the harbour facilities in St. John's and the development of 
port facilities in the west of the island to handle container cargoes; 
Me@establishment of a training centre in the St. John's area so that 
Newfoundlanders can get the training they need to work in the new 
offshore oil industry; 

Bn advisory council, reporting to the Premier, to monitor PEOUUCEAYV LLY 
and efficiency in the provincial economy; 

. changing the present system of special unemployment insurance benefits 
for fishermen and regionally extended benefits and replacing them with 
flat rate benefits or some kind of income maintenance scheme to be 


financed jointly by the provincial and federal yovernments. 


mer further information, contact: 


Jacques Fortin (Ottawa) (Golo eros = L067 
Josephine MacFadden (Hotel Newfoundland, 

y St. John's, Newfoundland) (709) 726-4980 
Monica Townson (Hotel Newfoundland) (709) 726-4980 
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PRODUCTIVITY CAN BE IMPROVED 


mr. JOHN'S... Low productivity “is one of the main reasons LOT 
fee iand’s high unemployment, low income and dependency on yovernment 
Pransfer programs, according to a report released today by the Economic 
Council of Canada. Based on a two-year study of the Newfoundland economy, 


the report, Newfoundland: From Dependency to Self-Reliance, says that "it 


is wrong to assume that lower productivity in Newfoundland is inevitable." 


Many of the causes of low productivity can be corrected, says the Council. 
Better use could be inade of existing plant and equipment, and governments 
Bould help improve productivity "by developing efficient services, 
especially in transportation, and by permitting the concentration of 


business activity in well-located centres." 


The Council said that it is convinced "that the labour movement can 
Ser ibute much to raising productivity and to helping workers improve 


their own skills. This would help them find jobs that will last." iit 
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ee esas that a system of on-the-job training, apprenticeship and 
certification be developed by the Newfoundland government, in co-operation 
with trade unions, trade schools and businesses, and put in place by the 
end of 1981. Such a policy would ensure that trained Newfoundlanders have 
access to skilled jobs right across Canada, which would enable them "to 
obtain more continuous employment," says the Council, "and thereby gain 


more experience and proficiency." 


Bw Ounces notes phat until recently there waSiinowheregthat 
Newfoundlanders could get the training they need for the newly developing 
Off-shore oil industry. Training facilities now; avail Tableware 
insufficient. It recommends that a centre of training and certifying 
Morkers. for the oil industry be set up in the St. John's area by 1981. 

' 

mre province should aim to reduce the productivity gap between 
Newfoundland and the rest of Canada by at least one-third by 1990, says 
the Council. It recommends the establishment of an advisory council on 
Midustry performance, to report publicly to the Premier each year, with a 
Mandate to "monitor, study, report and advise on any aspect relating to 


productivity and efficiency in the provincial economy." 


ewe are not simply passing the buck in suggesting such an agency,” the 


@ericil says. “If a policy on productivity is to be carried into every 
sector of the economy, there must be some agency whose job it 1S -- on a 
day-to-day basis -- to study what is happening, to propose concrete 


a to close the productivity gap, and to see that action is taken." 
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-e Economic Council's study of Newfoundland was undertaken at the request 
Mwtie provincial government-athameme full report was released in 


St. John's. today. 


Por further information, contact: 


Jacques Fortin (Ottawa) (613) 993=1067 
Josephine MacFadden (Hotel Newfoundland, 

St. John's, Newfoundland) (709) 726-4980 
Monica Townson (Hotel Newfoundland) (709) *726=4960 
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CHANGES NEEDED IN FISHERY MANAGEMENT 


Mm JOHN TS..so5 The fishery.could make a major contribution »to higher 
mercomes and improved productivity in Newfoundland if changes are made in 


the way fishing is managed, says the Fconomic Council of Canada. 


to Self-Reliance, released today, the Council says the the 200-mile limit, 
adopted almost four years ago, provides "a remarkable opportunity to 
institute a new management regime that will increase the annual output 
from the resource, as well as the incomes of thousands ot fishermen and 
Mish plant workers. The opportunity can be lost," says the Council, 
Mentess effective control is instituted over entry to the industry and 


Over harvesting of the fish." 


The Council recommends changes in the system of licensing by the federal 


en or’ Frischeries and’ Oceans fortthe entire Atlantic fishery "as a 
Matter of urgency." The number of fishing licences should be strictly 
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controlled, it says, Suitable fees should be charged for licences which 


should .be for a specific number of years and should be transferable. 


In addition, "given the current state of over-entry into the Newfoundland 
cry, says the Council, “subsidies to fishermen, such as®gear 
subsidies, fuel tax exemptions, and unemployment insurance benefits paid 
in excess of premiums collected, all serve to make a bad situation worse." 
me recommends that géar, boat’ and other’ subsidies to” the Ti’shery be 


miscontinued. 


eiong Other Council recommendations on the’ fishery are a system of 
self-financing, compulsory income insurance for self-employed fishermen, 
an agreement between the federal and provincial governments on how the 
catch Bhouta be shared, “and “better polréeing”*of "thre Nose “ard “Tail “of "tire 
Brana Banks of Newfoundland to make sure that foreign ships are observing 


international regulations. 


The Council's two-year study of Newfoundland was undertaken at the request 


of the provincial government and the report was released i St. Sons 


today. 


or Lurther’ information, contact: 


Jacques Fortin (Ottawa) (613)  993~-1067 
Me sepine MacFadden (Hotel Newfoundland, 

St. John's, Newfoundland) (709) 726-4980 

Monica Townson (Hotel Newfoundland) (709) ~ 720=4980 
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ECONOMIC COUNCIL OF CANADA WARNS OFFSHORE OIL AND GAS 
NOT A PANACEA FOR NEWFOUNDLAND'S PROBLEMS 


mon JOHN'S...» GtEshore ro tdotould*turna Newfoundland into av’™have™ 
province, but mhevEconomic Councddlof Catlidda cays that’ *the federal “ara 


provincial governments should "prepare the economic environment in 


advance." 


In a report, Newfoundland: From Dependency to Self-Reliance, released 
today, the Council recommends that the federal government cuo-operate with 
the Newfoundland government in developing a comprehensive strategy to make 
Sure that the oil industry is phased in without any adverse effects on the 
emonomy of the Pessc are, It also suggests that the provincial government 
should establish a Crown Corporation to receive a substantial share of the 
province's future oil and gas revenues which it would invest so that the 


non-renewable resource can be shared among generations. 
; 
| 


Micept for revenues from the sale of exploration leases," says the 


| 


Council “fheree are uUnlikel to be substantial resource revenues in 
’ y 


Newfoundland and Labrador before the mid-1980s." And the question of 
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ownership, control and price have to be resolved before development can 
Bake place. The Council's recommendation on price is that Newfoundland's 
offshore oil should be priced "as closely as possible to the long-run cost 
of acquiring additional oil for Canadians." But some Council members did 


not agree with pricing Canadian oil at world prices. 


Once development does get under way, there will probably be substantial 
revenues, although the Council points out that. these will be offset to 


some extent by the reduction in equalization payments to the province. 


The Council warns that offshore oil and gas "will not be a panacea for al] 
m™ the province’s,ills." Theme, Wises be, much dairect impacr on 
employment in the long run because most Op the Joos Will. be in “oné=shot 
yconstruction acts ities... "It. seems unlikely," says, the Council, "that 
mil ana gas will ‘be’ the “answer co Newfoundland's high unemployment and low 


productivity." 


The Council's two-year study of Newfoundland was undertaken at the request 


of the provincial government and the report was released in St. John's 


today. 


For further information, contact: 


Jacques Fortin (Ottawa) (613) 993-1067 
Meechine MacFadden (Hotel Newfoundland, 

St. John's, Newfoundland) (709) 726-4980 
Monica Townson (Hotel Newfoundland) (709) 726-4980 


(Ottawa) (61300 993—-1U65 
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ECONOMIC COUNCIL SAYS INDECISION AND UNCERTAINTY 
MAY AFFECT ECONOMY'S PERFORMANCE 


f OTTAWA.;© The Bconomic Council, of «Canada, in its Seventeenth Annual 
| Review, released today, says that "achieving a better rate of growth 
amthesreak incomes) of Canadians) <.!4-can) be’ done" ,in) this,décade,. 
But the Council is "not optimistic" about the near-term economic 
Outlook for Canada. The Council says the economic situation has 
deteriorated since it reported last year. In part, this reflects 
chemworsened situation=of the country's major trading partners. 
"But it also reflects the indecision and the increased uncertainty 


| Surrounding domestic policy on several important issues". 


preiee sporty mtd led AyClimateoofe Uncertarntyy;¢says) thatinow 
"domestic economic problems seem even less amenable to an easy 
polacy (fix”™. The Councilewarns, that domestic oil :pricing, policy, 
delays in energy investment, acceleration of inflationary pressures 
and the federal government deficit will all pose problems for the 
economy, and could affect performance in the medium term unless they 


are dealt with. 
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The report, prepared before the recent federal budget was 
presented, makes projections for the economy over the next ten 
years, based on working assumption about the external environment 
and On a continuation of policies in force at the beginning of 
October. Other projections estimate the impact of different 
economic ‘scenarios such as changing oil Prauce’s, IMproved 
productivity, and lower investment. iia Separate “paper, Council 
economists estimate how these projections have changed as a result 
of the budget. 


ine €ouncil “s~ initial projection for the economy says: 


Real growth in 1980 will probably be "extremely weak" with 
"unspectacular recovery" expected during the 1981-83 WeCLods rOTiiy 
in the closing years of the decade is actual performance projected 


moO De*nedar its potential lever", says the Council. 


Inflation is likely to be at double-digit levels in 1980 and will 
Provably continue high through 1982." "In the Vonger term) "inflation 


is expected to average eight per cent to nine per’ cent ‘a year. 


- Unemployment will probably hover around eight per cent next year 
and drift downward slowly to under six per cent only by the close of 
the decade. 


Perore’-the’recent budget; "the “Council "had expected the trend to 
Peaeral derrcits and “provincial ‘Surpluses to continue with the 
federal deficit easing somewhat in the late 1980s. Provincial 
Surpluses were expected to increase to 1985 and then to decline to 
about the same percentage of gross national expenditure in 1990 as 
in 1980. These results depend on continued restraint in government 


spending throughout the decade. 
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Since the budget, Council economists have now made preliminary 
estimates of the effects of the budget and the National Energy 
PrOgrameon the Councal"s initial projections. As a result of the 
budget and energy program, it is estimated that the projected growth 
mates Will be Smaller in the 1981-85 period, the projected 
unemployment rate higher, and the projected inflation rate somewhat 


higher, as was indicated in the budget statement itself. 


Council economists expect the budget and the National Energy 
Program to improve the fiscal position of the federal government, 
but they warn that these calculations "must be Interoreted: with “a 
great deal of caution". They depend on the assumption that domestic 
Ponsumers will substitute natural gas for oil’ so) that oil? imports 
and import subsidies can be reduced substantially. aba iy SR ey ge 
Bebstitut ton ldoesunoti occur" lalibackyg round! paper says , Nvimport 
Subsidy payments will not decline and the current account balance 


will not improve". 


iMercouncil says that when it reported last year, “two driving 
forces in the Canadian economy could be identified: the world and 
Perit larliyetherUne 2 omtlodk fo# and Shigh? domestiecenergy 
investment". Now only the energy investment remains to move the 
Canadian economy forward in the 1981-83 period. ~The €urre ne 
weakness’, "says ithe Council, “will be reflected in the medium *term 
in slower soutput: and productivity “growth\,*@ larger overall 
povernmment Sectorsdeficit™and; in the later yéars of! the decade, 


Peeecer sat icultycin weducing inflation": 


Por Curther ‘information, “contact: 


MOnica Townson 993-1068 
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POOR PRODUCTIVITY PERFORMANCE HAS MEANT LOSS OF INCOME 


"Poor productivity performance has meant lower real incomes and 
Mesver Orices [Or Canadians,” according to the. Economic, Council -of 


Canada. 


released today, the Council says that "if the kind of productivity 
growth experienced in the fifteen years up to 1973 had been 
Maintained throughout the 1970s, Canada's total output -- the total 
of goods and services available for all uses -- would have been 
Poout 4 per cant. higher in 1979 than it actually was". |. In the 
Stke-Vear period from 1974 to 1979, says the Council, “Canadians 
Poula fave had neariy S 58 billion more to spend on private 
consumption and social programs". (The calculations are based on 


eenstant 1971 dollars.) 


The Council cautions that achievement of productivity growth is 
Boe without cost, at.least in the short run. "At any particular 
time", it says, "the benefits of improved productivity may not be 


evenly distributed". Some workers may lose their jobs as a result 
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of tecnnological change whrtoh might improve productivity. 
"Compensatory policies to deal with these effects would be necessary 


to ease the adjustment process", says the Council. 


Three chapters of the Council's report are devoted to a discussion 
Of productivity, including an analysis of the recent productivity 
elowdowhs The Council says ti can account for only about half of 
the slowdown as a result of its research to date. It concludes that 
about oOne-quarter of the economy-wide productivity slowdown was due 


to "cyclically weak demand". 


On ene subject of soaning energy prices);-“the Counciligsays "the 
efidence 18 not conclusive enough to pin principal responsibility 
for the productivity slowdown on changes in the price of energy and 
materials". It says further research, now under way at the Economic 
Council and elsewhere in Canada and the United States, should make 
Lt possible "to work out the temporary and more permanent 
implications for labour productivity" and to “make judgements on 
whether the energy price rise has played a major or a minor role in 
the productivity problem of the last few years, on whether the 
effects are over or close to it, and on whether the productivity 
effects will be minor or major if future energy price increases 


exceed the general rate of inflation". 


The Council says that since the bulk of its work on productivity 
BS Stilllin progress,..it is not, yetuinsa position, to make detailed 


recommendations on the subject. 


Por further information, contact: 


Monica Townson 993-1068 
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ENERGY INVESTMENT MUST NOT BE DELAYED, SAYS COUNCIL 


OTTAWA. The Economic Council of Canada says that it is concerned 
the investment in large-scale energy projects may be held up because 
Of uncertainty about energy pricingsand sharing of oil revenues. In 
ts Seventeenth Annual Review, A Climate of Uncertainty published 
Goodayy -che* Counc me © recommends -“that the federal and provincial 
governments take all the steps necessary to ensure that the large 


energy investment projects... proceed without further delay." 


The Council says that as many as 753,000 jobs could be lost over the 
next ten years if the energy-related investment does not take place. 
"Questions arise about the capacity of the economy to finance the 
Messive expansion in capital formation required by energy-related 
investinent," says the Council. "When investment expands as a share 
of Gross National Expenditure, private consumption and/or government 
expenditure must decline, or inflows of foreign funds must expand." 
Cancellation of major energy projects would tend to reduce Canada's 
reliance on foreign investment in the short term, but dependence on 


the foreign sector would grow steadily from the mid-1980s onward, 


the Council says. 
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According to the Council, it may be hard to increase domestic 
Savings because rates of savings by both individuals and businesses 
pre agreddy Very igh “But, at/ Ghe Wery ‘least, "nothing should be 
done to reduce savings incentives generally". The Council notes 
that the personal savings rate could be increased by about one 
percentage point in the laté 1980s if the maximum allowable 
contribution to Registered Retirement Savings Plans were adjusted in 


line with the Consumer Price Index. 


The Council says that "to ensure future investments in energy, the 
fetutn On investment to producers must “se Sutficient." © Moreover, 
investment in alternative energy sources and conservation, as well 
as in fossil fuels, may well depend on higher energy prices. Since 
LnVesementain.energy projects. is carrying, an.otherwise very slack 
economy, many important decisions are dependent upon the outcome of 


policy 27 this important area..." 


For further information, contact: 


Monica Townson 993-1068 
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DEFICIT COULD BE, CUT IF ECONOMY OPERATED AT POTENTIAL, 
ECONOMIC COUNCIL SAYS 


OTTAWA. The Canadian economy could lose as much as $120 billion 
in output over the next ten years because it is operating below 
potential. Tre BCOnomlc COUNCIL of Canada, in its Seventeenth 
emndal “KReyview, A Climate of Uncertainty released ‘today, says that “if 
the output gap, measured in 1971 dollars, could be eliminated, 
movernment dericits “could be cut significantly. The federal 
government deficit would shrink by $5 to $7 billion in 1981 and 
Ottawa could even be in a surplus position by 1990 if the economy 


reached a high potential. 


The Council's calculations are based on projections of labour force 
growth, productivity and a "non inflationary rate of unemployment," 
using its CANDIDE econometric model. It came up with two potential 
paths for output growth. Under the higher of the two, which assumes 
higher labour force growth and improved productivity, "a modest 
Mroius of Sil.6 Dillion could be realized" for the federad 
government by 1990, says the Council. Reaching the low potential 
path would not eliminate but would, by itself, substantially reduce 


the federal deficit. 
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The Council says that the Canadian economy was operating close to 
potential in T9/s% But since then, growth sin toutput thas averaded 
Riree per cent a year instead of the 4,2 per cent that might fave 
been expected for the 1973 to 1978 period. “BOth the aetial and 
potential rate of output growth will be lower in the 1980s than in 
Previous decades," says the Council, “not only because the growth 
Pate sor OutpUC per person—-hour (productivity) willbe lower but also 
because the labour force will be yrowing more slowly." The Council 
Says its calculations indicate that “to close the gap in one year, 
tne economyswoul dehave -tovachieve “a nine’ per* tent actual’ output 
Drown bate. saythasttealculatiton provides “an “indication oF the 
immensity of the job» required to move back to potential," says the 
Councia, “"evencusing hey low-potential output growth cal¢éulation as 


an estimate of what the economy is capable of doing." 


The Council says that much of the output gap can be attributed to 
the “external environment," especially the worsening economic 
Situation in the United States. "Had it not been for the current 
U.S. cyclical slowdown," it says, "by mid-decade we could have 
closed the low potential output gap or closed about half of the high 
path potential output gap." 


The Council warns that improvement in productivity might help to 
ease inflationary pressures in the economy, but could make the 

Output gap worse unless accompanied by an increase in aggregate 
demand - "something that might be difficult in the ‘current world 


economic environment," the Council says. 
- 30 - 
Por further information, contact: 


Monica Townson 993-1068 
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PR81/03 For immediate release 
Monday, February 9, 1981 


REDISTRIBUTIVE EFFECTS OF CANADA'S 
PUBLIC PENSION PROGRAMS 


Future generations of Canadians owe the present generation a large 
pension debt, says a report released today by the Economic Council of 
Canada. But an increase in present contribution rates to the public 


pension system could greatly reduce that burden, the study concludes. 


This pension debt is a net gain for the present generation, which 
will draw much greater benefits from the Canadian pension system than they 
are now putting in. The transfer, the study states, represents a massive 
redistribution of income between generations that will have significant 
effects on the economy if the present generation alters its savings 
patterns in expectation of acquiring this “social security wealth" when it 


reaches the age of retirement. 


The study, by Samuel A. Rea Jr- of the University of Toronto uses an 
intricate "life simulation system" to study the public pension system. 
The study is part of a series on the Canadian pension system published by 
the Council. The Council's recommendations for changes to the pension 


system were outlined in the report “One in Three,” published in 1979. 


MOLEC eee 


Samuel A. Rea Jr., Redistributive Effects of Canada's Public Pension 


Programs. Economic Council of Canada. Ottawa: Supply and Services 
Panada ——~ Cat. Mo. FC22-89/1980E. Price im Canada: $4.25; (ther 


Countries: $5.10. 
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The study confirms the ECC's earlier finding that the Canada Pension 
Plan/Quebec Pension Plan portions of the pension system inequitably give 
greatest benefits to those earning the highest incomes, to the particular 


detriment of women. 


An immediate increase from the present contribution rate of 3.6 per 
cent of contributory earnings to 9.4 per cent would "sharply reverse" this 
situation. And the higher rate would also mean that those now entering 
the labour force would be fully funding their own future benefits thus 


decreasing the debt load on future generations. 


Overall, the pension system is progressive because the OAS/GIS plans 
are financed from general revenues. But the author says that the overall 
system will become less progressive in time unless there is a significant 


increase in the contribution rate for the CPP/QPP plans. 


Rates will have to rise by the year 2007, when it is estimated the 
CPP/QPP pension fund will be exhausted. And some observers have predicted 
that the payment of pension benefits after the fund is exhausted will 
destroy the Canadian economy because of the high contribution rates that 
will be imposed upon the work force. But Rea says that "Given today's 
benefit structure and our test estimates of future demographic trends, 
Enis concern over’ future tax rates is unjustified”. Benefits paid out 
under public pension programs in 1980 represented 4.49 per cent of 
ayegregate earnings, and he estimates that this figure could increase to 


between 6.49 and 11 per cent by the year 2030. 


For further information, contact: 


Jean-Guy Carrier (613) 993-1894 
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PR81/04 For immediate release 


Monday, ebruary 23, L981 


WAGE DIFFERENTIALS BETWEEN FRANCOPHONES AND 
ANGLOPHONES IN MONTREAL ARE DISAPPEARING 


Income disparities between male, anglophone and francophone 
workers in Montreal are rapidly decreasing and may soon disappear, 
ecCOrding, tO«arstudy released today by the Economic Council of 


Canada. 


In 1961, average income of male anglophone wage earners was 51 per 
cent higher than that of francophones. The wage gap between the two 
| linguistic groups narrowed to 32 per cent in 1970 and was down to 15 
| Per cent by 1977. “Author Jac-André Boulet, an economist with the 
Pcoonomic’ Council of Canada, concludes that if income gains by 
francophones continue at the same rate, the income disparities 


between the two groups will disappear by 1982. 


Montreal's role as a national and international business centre 
has provided a source of jobs, but it probably also played a major 
part in creating the earnings disparities, according to Boulet. The 
| Popgentration of head offices in that city, along with branches of 
farms Operating in world markets and the hiring and promotion 


policies that these firms adopted are all important in explaining 


Boulet J.-A., Language and Earnings in Montreal. Economic Council 
of Canada. Ottawa: Supply and Services Canada =—-— Kat. io. 


BC27-90/1980E. Pricé in Canada: $9.95; Other Countries: $11.95. 
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the disparities. Boulet found that in 1971 highly-paid workers born 
ms deevuebeceaccOounted for .6ol per cent. of the disparities, 
although they represented only 4 per cent of the total Montreal work 
POrce. He says that francophone workers may have had trouble 
Peeeking Into Che antormation network created in large part. by 


anglophone workers born outside Quebec. 


Declining importance of Montreal as a business centre would lead 
oO a Narrowing of the income gap between francophones and 
anglophones and Boulet says that it would be reasonable to conclude 
that one of the reasons francophones have gained since 1971 is that 


highly-paid anglophones have left Montreal. 


A discussion paper by Boulet, with preliminary findings of the 
present study, received wide attention in Quebec in 1979. The 
present study examines in greater detail the causes for the 
remaining income disparities among male workers in Montreal. The 
mevdy was limited to Montreal ‘because it is the €conomic hub of 
Quebec. The inclusion in the study of women income earners was not 
Possible; mocording.to*the, author, because they have, as a group, 
undergone a very different evolution than male workers. "The 
Proplems» of the- female work force. are so important they. merit a 


separate study." 


Mae findings of the study are the personal responsibility of 
Mee author and, as such, nave not “been” endorsed “by Menvers 


ar the: Economic Council of, Canada. 


Poreturther information, contact: 


Jean-Guy Carrier (613) 993-1894 
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PR81/07 FOR IMMEDIATE RELEASE 
Monday, March 30, 1981 


STUDY PROPOSES ALTERNATIVE APPROACH TO REGIONAL DEVELOPMENT 


Regional development policies have not decreased unemployment 
m@ cls in Bastern Canada because they are based”’6n mistaken 
assumptions, argues a study published today by the Economic Council 


Of Canada. 


The study maintains that policies aimed at reducing regional 
PeeParities neglect productivity as’ a key factor in redtcthg 
unemployment, ignore service industries and incorrectly assume that 
the migration of workers out of high unemployment areas is good for 


those who stay behind. 


fie authors, Council economists Neil Swan and Paul E. Kovacs, 
undertook the study to explain why Eastern Canada continues to have 
higher unemployment rates and lower wage rates than the rest of 


Canada despite impressive rates of job creation and wage growth. 


Swan, N.M. and J.E. Kovacs, Empirical Testing on Newfoundland Data 
of a Theory of Regional Disparities. Ottawa: Supply and Services 
Canada -- Cat. No. EC22-92/1980E. Price in Canada: $4.95, Other 

Countries: $5.95. 
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In 1979, for example, the unemployment rate in Quebec was 9.6 per 
cent, or 28 per cent greater than the national average. Yet the job 
creation rate in the province between 1947-50 and 1976-79 was a 
phenomenal 85 per cent, twice that of the United States. Similarly, 
unemployment in the Maritimes was very high despite a job creation 
rate between 1947-50 and 1976-79 of 46 per cent. Wage levels in 
Eastern Canada have also risen steadily but still remain below the 


national average. 


This paradoxical situation has persisted despite federal measures 
to remedy the problem through transfer payments or through more 
"activist" policies of regional development. The problem, according 
to the authors, is that the prescriptions may have been based on a 


faulty diagnosis. 


Federal regional development policies are based on the premise 
Chat subsidizing capital to increase manufacturing and resource 
production for export markets, combined with the normal migration of 
workers out of high unemployment areas, should produce more jobs and 


higher wage rates for those who stay behind. 


pnerevidernce.to»-the contrary,,leads, the,authors,to,proposse.an 
mereahative approach.to regional development, that .is. based .on 
Br cOving. the rficiency, and .thusathe productivity, of 
Manufacturing and resource production in Eastern Canada. Equally, 
BuoeGgrtant the authors recommend that programs to improve 
productivity should be extended to various service sectors of 


regional economies. 


"Current regional policy-making rarely pays any attention to 
improving productivity, and it almost never considers improving 
Productivity in industries producing strictly for the local market, 
Buch as retail and wholesale trade, local trucking, local and 
Provincial government administration, construction and business and 


personal sevices." 


The authors point out that these areas of activity account for 60 
to 70 per cent of the economic activity in Canada, including eastern 


regions. 
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Improvements in productivity could accomplish what past policies 
wave Lailed to do: being @bouwt an enduring reduction in 
unemployment in Eastern Canada and the reduction of wage disparities 
with other regions of the country. Methods to increase productivity 
involve improvements in production methods, techniques and equipment 


Which achieve greater efficiency. 


The study deals a blow to the common assumption that NLgrat ron oF 
workers out of high unemployment areas will decrease unemployment 


rates and raise the average wages of those who stay behind. 


ime tests conducted by the authors in the case of Newfoundland 
berute this,bebiet.. "times m.eweaaeradi cal conclus moni sbhe pamehors 


mote, Since it. places more responsibility for curing régional 
disparities on policy-makers than on individuals. 


SeoOcCner cCONCIUSION OF the study is .that federal policies to 
increase employment in all of Canada are one of the surest ways of 
Bignificantly lowering unemployment rates in. regions of high 


unemployment. 


BooOnsequently, a policy implication of our .results. is that ithe 
importance of lower national unemployment in regional unemployment 
disparities should be given appropriate weight in assessing the 


national trade-off between unemployment and inflation." 


This study is the latest in a series conducted as part of the 


Economic Council's extensive study of the Newfoundland economy. The 


Merort Of that study, Newfoundland: Fron Dependency to 
Self-Reliance, was published in 1980. 


The findings of the study are the personal responsibility of the 
authors and, as such, have not been endorsed by members of the 


Economic Council of Canada. 


For further information, contact 
Jean-Guy Carrier 
(613) 993-1894 
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Monday, April 6, 1981 
STUDY PROPOSES BETTER FORESTRY MANAGEMENT TO CREATE JOBS 


POceSt Management and improved utilization of Eorests could 
increase employment in Newfoundland's logging, sawmill and pulp and 
Paper industries, according to a study published today by the 


: Beconomic Council of Canada. 


tie eauchorm, John A. Gray of the University of Manitoba, concludes 

that “timber will become a scarce resource" in the province unless 

the Newfoundland government adopts policies for better management 
| and more efficient exploitation of the island's forests. 

| Newfoundland's forest industry provides 5 000 person-years of 

| full-time employment for islanders, ranking it third among resource 


employers. 


| Betotal. ot 75 per cent of the isiand"s forests are now mature or 
Overmature trees while only 25 per cent consist of immature trees, 
Pie rorests of the future. Failure.to properly manage €nmese 
immature stands could bring a decline in the island's forests by the 


year 2 000, or even earlier if the spruce budworm infestation 


continues its ravages. 


The author concludes there has been little motivation in the past 


to undertake an effective program of forest management. 


Gray, John A., The Trees behind the Shore: The Forestseands Forest 
| Industries in Newfoundland and Labrador. Ottawa: Supply and 

Services Canada -- Cat. No. EC22-91/1980E. Price in Canada: 
fangs, Other Countries: $11.95. 
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"With virtually no revenues from the forest, the government has 
little incentive to engage in forest management, as the financial 
benefits go to the companies. On the other hand, there is little 
incentive for the companies to engage in forest management, since 
they already have a sufficient or excess timber supply from the 


excess of licences allocated." 


Forest management and better utilization of forests could not only 
prolong the supply of wood but could increase employment in the 


logging and sawmill industries, the report concludes. 


The industry is divided into production of newsprint, lumber and 
fuel wood. Despite its excess of mature trees Newfoundland's 
Sawmills operate far below capacity and the province must import 


more than half its lumber from the mainland. 


Measures tO improve allocation of logs, providing large logs to 
Sawmills, and chips and small logs to pulp and paper mills would 


help the province produce most of the lumber it now imports. 


The study focuses on forests on the island of Newfoundland. ‘tThere 
are extensive forests in Labrador but most are too distant from 


processing plants and markets for economic exploitation. 


Four Royal Commissions have studied Newfoundland's forest industry 
Since L955. Yet, forestry —policies and ‘problems have not»:changed 
much in the past 100 years. Liemayebe* diftiacult:, however, to 
increase or even sustain employment -- especially in the face of the 
spruce budworm problem -- the study concludes, unless the governinent 
of Newfoundland moves to renew the province's forests and to improve 


their exploitation. 


The findings of the study are the personal responsibility of the 


author and, as such, have not been endorsed by members of the 
Economic Council of Canada. 


For further information, contact 
Jean-Guy Carrier 
(613) 993-1894 
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ECONOMIC COUNCIL OF CANADA 
RELEASES REPORT ON REGULATION 
DiTawA == The Economic Council of Canada says that policies are 


meeded to offset the attraction of regulation or to make it much more 


mifficult. 


In its final report on regulation, released today in Ottawa, the 
Council says that its research suggests that "Canada's comprehensive 
System of direct economic controls (regulation of prices, services and 
who may participate in an industry or occupation) has resulted in a 
Substantial waste of economic resources and reduced the degree of 
dynamism and innovation in several important sectors of the Canadian 
economy." "While we recognize the need for regulation," says the 
Council, “our approach is to favour individual choice and non-coercive 


exchanges that are part of the market process." 


The Council's three-year study of how government regulations affect 
the economy was requested by the Prime Minister after the First 
Ministers' meeting in February 1978 agreed to ask the Economic Council 
to look at the question and make recommendations for action, in 
consultation with the provinces and the private sector. An interim 
report was published in November 1978. More than 50 supporting 
Studies and background papers also were commissioned by the Council 


and many of these have already been issued. 


MOKE eee 


The tinal report, Retorming Regulation, looks at the impact of 
regulation on business generally, as well as dealing with specific 
sectors of the economy such as telecommunications, transportation, 
fisheries and agricultural marketing boards, and more general issues 
like occupational health and environmental pollution. The Council 


makes 66 specific recommendations for change. 


While there are many reasons for the growth of regulation in Canada, 
the Council points out that "the perception of the public interest 
that has provided the basis for much of the regulatory legislation has 
been strongly influenced by the views of specific groups in society. 
The fact that the costs of many regulatory initiatives are widely 
diffused among consumers has no doubt softened a good deal of 


Opposition,” it says. 


Direct economic regulation is a "Subtle policy instrument whose 
effects are often unclear," the Council says. ANG £hvS oe ind Ot 
regulation has a tendency to expand "Steadily and almost imperceptibly 
in scope and degree." Eventually, though, many regulations tend to 
Outlive their usefulness. The conditions that led to their 
introduction may no longer exist or even if they do, there may be new 
and more pressing demands on the economy's scarce resources. What may 
have seemed appropriate in the high-growth climate of the 1950s and 
1960s may have very different consequences and meaning in the halting 
economic environment of the 1980s -- especially when government 


regulatory policies are inhibiting the natural dynamics of markets. 
Council Chairman, David Slater, told a press conference today that 
the Council hopes its report will raise the level of public 


consciousness about regulation. "The lack of public understanding of 
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regulation has made it hard to generate much enthusiasm for reform in 
the past," he said. "We're hoping that our report will gO some way 


towards solving this problem." 


eos her 


For futher information, contact 
Jean-Guy Carrier 
(613) 993-1984 


ey ; ; 
ie) A j : bb x a 
pel 
" iy z 
( - 0& ~ 
wet C. 
r 
= ; 
in 
9 
’ 
‘ . 
5 
a j 


E ic C il C il é i 
esc deca 

P.O. Box 527 — GiPRo2y 
CN” oe ee 

News Release Communiqué 
PR81/10 gor CRAB * DO NOT PUBLISH BEFORE 

ee | Pi 10:00 a.m. (EDST) 
eee Ee ak qagiicn, : THURSDAY, JUNE ll, 1981 
QL ye Yue y: ™% 


ECONOMIC COUNCEI JECTS ARBITRARY LIMITS ON 
REGULATION OF BUSINESS 


OTTAWA -- The Economic Council of Canada has rejected proposals that 
would arbitrarily set limits on the regulation of business. In its 
final report on government regulation of the economy, Reforming 
Seoulation, released today, the Council says that while legislators 
Baould be careful that the benefits of any new regulations will 
Outweigh the cost, some regulatory restrictions of the private sector 


are justified. 


Regulation in the areas of consumer protection, environment and 
mecupartroOnal health and safety is not excessive, the Council 
concludes. "OUr E£indings on this ‘score may “seem "to ‘depart 
Significantly from some of the misgivings about various types of 
social regulation that are common in the United States," it says, "but 
important historical, political and institutional differences between 
the two countries explain this." Concerns expressed by U.S. business 
that the cost of some of these new regulations far outweights the 


benefits, have not been proven in Canada, it says. 


The Council's three-year study of regulation included case studies 
of a number of major corporations as well as interviews with small 
businesses to see how regulation is affecting their operations. fo 


found that many business people agreed with the objectives and the 
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need for regulation. What came through most clearly from the case 
Studies and interviews was that "what businessmen found objectionable 
was not the regulations themselves but the Processes by which they 


were introduced, made known and applied." 


Overlapping jurisdiction, duplication and inconsistency in the 
application of regulations were common problems. While different 
government departments or different levels of government negotiate, 
companies are often caught in the middle bearing the brunt of costly 
delays. Higher prices to consumers and poorer overall business 


performance may result. 


However, the Council found that large corporations, especially those 
in industries where there is a high degree of corporate concentration 
and which produce mainly for the domestic market, "are experienced in 
adapting their operations to meet most regulatory requirements and in 
passing the costs on in higher prices or subsuming them in their 


Operations as part of the additional costs of doing business." 


For small businesses, the Council found "their principal headache 
seemed to be the paperwork associated with taxation, statistics and 
customs and excise requirements" and they had only a limited sense of 


the extent to which economic regulations affected them. 


The Council says that there is a need for a better understanding of 
regulatory procedures by business. It recommends that governments 
codify and publicize the major steps in the regulatory process. It 


also recommends that where federal and provincial jurisdictions both 
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have responsibility for a single product or development project they 
explore the feasibility of designating one department as co-ordinator 


for all regulations. relating to it. 


Finally, the Council says, "policies are certainly needed to make 
the compliance costs incurred by the private sector more visible and 
to give all concerned groups a stronger role in the regulation-making 


process." 


For further information, contact: 
Jean-Guy Carrier 
(613) 933-1894 
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VIGOROUS PROGRAM OF REFORM NEEDED IN REGULATION 
OTTAWA -- Direct regulation of the economy has been "a much overused 


policy instrument" says the Economic Council of Canada and many 


regulated areas are now in need of a vigorous program of reform. 


pietcs tinal report on government regulation of the economy, 
Reforming Regulation, released today, the Council says that where 
markets are now "workably competitive" direct economic regulation is 
menuerally not in the public interest. Some of the barriers to 
competition should be dismantled in regulated sectors of the economy, 


such as transportation, telecommunications and agriculture. 


Almost 30 per cent of the economy's total domestic output of goods 
end services was subject to direct regulation in 1978, so changes 
could have "a substantial impact on the economy," the Council says. 
Its three-year study of government regulation was undertaken at the 
fee stor the Prime Minister after a 19/78 First Ministers”™ meeting 
decided to ask the Sfelsyeremttle Council to look at the question and come 
up with recommendations. An interim report was published in November 
1978, 


The Council says that the broad social and economic objectives that 


direct regulations were originally intended to serve need not become a 
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barrier to reform -- in some cases they are no longer being achieved. 
And in almost every case there are “other more direct ways of 


providing the desired benefits to selected groups of the population." 


Four chapters of the report deal with direct regulation of various 
sectors of the economy. Suggested reforms are based on the view that 
"the market is normally the more efficient control mechanism and is 
preferable to a statutory agency." The ultimate responsibility for 
policing the market place, according to the Council, lies with the 
federal government's Bureau of Competition Policy. It also supports 
the reform of competition policy, particularly in such matters as 
mergers and monopolies where, it says, "present legislation is almost 


totally ineffective." 
Specific recommendations for the sectors of the economy under direct 
regulation include: 
- Abolition of price regulation and restrictions on the operating 
freedom of commercial trucking; 
- Relaxation of restrictions on private trucking; 
> Relaxation of restrictive controls by municipalities over taxicab 
Operations and in large metropolitan areas assigning licensing 


responsibility to an authority that can exercise regulatory control 


Over the entire urban area; 
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Elimination of air transportation entry and service regulations, 
and increased competition between charter and scheduled carriers 


Over the next four years; 


Greater competition in telecommunications, especially in provision 


of equipment and specialized business services; 


Adjustments in the pricing policy of supply-managed agricultural 
commodities and expansion of production quotas*over "the next five 


Or ten years; 


A review of the federal government's dairy policy and especially 
the industrial milk subsidy program to make it more selective and 


more efficient economically. 


aA30) 4 


For further information, contact: 
Jean-Guy Carrier 
(613) 993-1894 
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SAFETY REGULATION NOT“EXGESSIVE, SAYS ECONOMIC COUNCIL 
OTTAWA -- Government regulations designed to meet social 


considerations are not excessive, says the Economic Council. Ina 
report, Reforming Regulation, released today, the Council says that 
while regulations in the areas of consumer protection and occupational 
Meatth and -sarety add to costs and affect *otr“international 
competitiveness "where the health and safety of Canadians are concerned 
the potential benefits in reduced human suffering and lower medical and 


rehabilitation expenses make such costs well worth bearing." 


The Council's report is based on a three-year study of the subject 
and was undertaken at the request of the Prime Minister after a 
February 1978 First Ministers' meeting asked that the question of 
government regulation of the economy be referred to the Economic 


Council for study and recommendations. 


"Our experience shows that most employers are serious, an -theirT 
efforts to comply with prevailing standards," says the council, ." they 
do not want injured employees or filth-ridden rivers.” This dees enor 
negate the value of having regulations, though, because companies that 
comply willingly will not want to be undercut by competitors who 


continue to violate regulations. 
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Two chapters of the report deal with what the Council defines as 
"social regulations" - those intended to be preventive and to reduce at 
Bource, the potential hazards to human health, safety, and 
contentment." Merwcouncil points out that "seores of new druge, 
chemical products and processes are introduced each month. The task of 
protecting the human condition is immense" and "there will always be 


new contingencies and new requirements for regulation." 


Mo tne area Of Occupational health and Safety, the Council 


recommends: 


- Increased worker participation in the regulation of 
Occupational health and safety through the adoption across Canada of 
workplace health and safety committees, and the right of workers to 
refuse, without penalty, work they believe to be prejudicial to their 


safety or health; 


- More inspectors, more inspections and stronger enforcement of 


Occupational health and safety regulations; 


- National health and safety standards to be developed by federal 
and provincial governments with the help of the Canadian Centre for 


Occupational Health and Safety. 


mae Clhranoter on the regulation of occupations, the Council 


recommends: 


- Establishment of an Occupational Regulation Commission by each 


province and the federal government to co-ordinate various occupational 
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groups under each jurisdiction, to keep the public informed and to hear 
appeals. Private bodies must be directly accountable to the government 


for their activities, the Council says. 


- A systematic review by governments of existing and proposed 
occupational regulation to make sure that "the least restrictive form 
of regulation consistent with the protection of the public interest has 


been chosen ..." 


- Prohibition by the provinces of unnecessary restrictions on the 
freedom of individual practitioners to set their own prices and 
disseminate information, if this cannot be done through the federal 


competition laws. 


For further information, contact: 
Jean-Guy Carrier 
(613) 993-1894 
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VES...COULEx HELP REGULATION IN SOME AREAS, 


OTTAWA -- Regulation of common property resources, such as ocean 
fisheries and the environment, is needed to reconcile the demands of 
Sompetving Users, says the Economic Council of Canada in a report 
released today. Overuse of resources leads to their degradation, and 
the adverse effects of varied chemical substances on human health and 
environmental quality have prompted governments to regulate. "We can 
see the potential in some areas for a regulatory system based on market 
incentives instead of technical specifications," the Council says. This 
might "encourage management to comply voluntarily through 
self-regulating decisions that are consistent with profit maximizing 


objectives." 


woes council Ss report, Reforming Regulation, 15 based on “ay three-year 
study of government regulation of the economy and was undertaken at the 
request of the Prime Minister after a 1978 First Ministers' meeting 
decided to ask the Economic Council to study regulation and make 


recommendations. 


"Our analyses of the fisheries and the protection of the environment 
indicate that there may be better ways to manage resources than those 


utilized under existing systems," the Council says. It recommends a 


system of marketable rights to catch fish and financial inducements for 


companies to control environmental pollution. But it pointe ouLacuac 


although governments have established property rights for other natural 


resources like timber, oil and gas and minerals, the complexities of 
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the environment are such that more experience will be needed "before 
systems and institutions can be introduced to guarantee full protection 


for our resources and our environment." 


Among the Council's recommendations in this area are: 


- Regulation of individual ocean fisheries through a system of 
Gimited, tranterable landing rights, based on a specified total 
allowable catch, and possibly supplemented by landing taxes, licence 


fees and/or buy-back schemes; 


- Gradual phasing out of direct subsidies and tax incentives to 


commercial fisheries; 


- Stronger federal presence in the control of acid rain by giving 
the federal government power to regulate sources of air contaminants 


that cross provincial boundaries; 


- A provincial government review of regulation of storage, 
transportation and treatment of hazardous wastes to increase treatment 


and disposal capacity and reduce the incidence of illegal dumpings; 


- Serious consideration of financial incentives as a way of 
regulating environmental resources. In some cases, application of 
emission fees or transferable permits to allocate the use of air and 
water On an economic basis should be envisaged; in other cases, the use 


of pollution-control delay penalties should be considered. 


Por turther information, contact: 
Jean-Guy Carrier 
(613) 993-1894 
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"REFORMING REGULATION" FEATURED AT CONFERENCES IN 
TORONTO, MONTREAL, VANCOUVER 


Government regulation, its costs and benefits will be the subjects 
9f discussion at three Conferences to be held in June and July in 


Jancouver, Montreal and Toronto. 


The focus of the conferences will be "Reforming Regulation", the 
sxhaustive final report of the Economic Council of Canada's study of 


jovernment regulation. 


The conferences, to be held in Toronto June 25, Montreal June 29 and 
Vancouver July 6, are co-sponsored by the Economic Council and the 


Institute for Research on Public Policy. 


Speakers will represent governments, regulated industries, farmers, 
fishermen, consumer groups and labour. They and the other 
participants will discuss the findings and conclusions of the study, 
which provides a detailed examination of current regulations in such 
areas as agriculture, telecommunications, trucking, environmental 
protection, occupational health and safety, air transportation and 


fisheries. 


Speakers will include, in Toronto: Special Counsel Alan Gordon, 
Associate Secretary to the Ontario Cabinet; Hank Itven,Canadian 
Radio-Television Telecommunications Commission; Eldon Thompson, 
President of Telesat Canada; James S. Peterson, Member of Parliament 
(Willowdale) and former Chairman, House of Commons Special Committe on 


Regulatory Reform. 
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In Montreal: Donald Johnston, President of the Treasury Board; 
Pierre Coté, Conseil du Patronat du Québec; André Raynauld, Université 
de Montréal; Pierre Gaudet, Président, Union des producteurs 
agricoles; Pierre O'Neil, Radio Canada; Louis Laberge, Président, 
Québec Federation of Labour. 


In Vancouver: Senator Ed Lawson, Canadian Conference of Teamsters; 
Michael Walker, the Fraser Institute; John H. Nichol, President, 
United Fishermen and Allied Workers" Union; Ian Gray, President, 
Canadian Pacific Airlines; Mr. Justice Thomas R. Berger, Supreme Court 
of British Columbia; Chuck Cook, Member of Parliament 
(North-Vancouver - Burnaby), former Vice-Chairman, House of Commons 
Special Committee on Regulatory Reform. 


The Council hopes that its report and the conferences will increase 
public awareness of government regulation of the economy and will 


provide an impetus for the process of reforming current regulations. 


For further information, contact: 
Jean-Guy Carrier 
(613) 993-1894 


bai wi re oe) ve ; : per 


a ee ca aa 
pagar: hore sine - re z olbs | yhte "0 aaeks 48 
Pe ks io) CO 
(e1svemeo? to fepse8 300 aie" apna “ba tosenee 178 roots 
. iP bb ees? 1 Homabe «ft ndOt yovusisenr zoe8%8, add soataw dt 1M 
videbisoss jve wer :igine ‘#vexaow bebliA bne- consol bash 0 
F100 emeaque 190568 ‘fi aemont episaut a yasntizia oflios® a 169 
juemsifas® Foe. edasm ,4009 Moudd yaldmotod seheuae Ro 
BrommoD 20 SsRvon ee lg sein? vbydsinod =  wevmoonsve dd a 
“<M 30398 yxoteluper ne oagchemes Isto 


sasexodi Illw seonerstnos of? bas sroder a3t Jedd esqod itesuess a q 
[liw bas ymonoos @A3 Bo noldalipex saematsvop 16 BaenetaWws (OR iGues 
. enolisiups: Joevxdo prim+oiay Io. eeenorg add 103 euseqml AB Shive t 


:fonjnes ,nolsemzptal xoshauidt 
xe iu Boer b 
° ; beatT-cee 4etamy 


¢ ay eye ; 
~. ee 
Sa 


Economic Council Conseil économique 


(© 


of Canada du Canada 
P.O. Box 527 (Get B97 

Ottawa, Ontario Ottawa (Ontario) 
K1P 5V6 K1P 5V6 


News Release Communiqué 


PR81/16— DO NOT PUBLISH BEFORE 
2:00 P.M. (EDST) 
JULY) 8) L9OSL 


ECONOMIC COUNCIL RELEASES NEW PROJECTIONS FOR CANADIAN ECONOMY 


Ottawa -~ The Economic Council of Canada today released new 
projections for the economy over the next decade. The Council's 
quarterly magazine, Au Courant, says that prospects for the Canadian 
economy have brightened since the Council issued its annual review 
last fall. The improvement stems from a stronger recovery in the 
United States this year as well as slightly higher consumer spending 


and a different pattern for the movement of business inventories. 


In its annual review of the Canadian economy, published each fall, 
the Council makes projections of various economic indicators, based on 
certain assumptions. This "base case" is then used to try our 
different policy options to see how various policy choices would 
affect the economy. The projections published today were prepared in 
April and are an update of the "base case" used in the 1980 Review, "A 


Climate of Uncertainty." 


The reassessment was undertaken by the Council's Performance and 
Outlook Group to take account of changes since the last projections 
were published, including the Reagan economic program, the October 
1980 federal budget and National Energy Program, and the publication 
of the 1980 National Accounts data at the beginning of March, 


indicating strong performance for the economy in the last quarter of 


the year. 
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The new projections extend to 1990 and indicate what performance may 
be expected if there is no change in current economic policies. They 


are based on four main assumptions: 


° The U.S. economy will experience a mild recovery in 1981, with 
Peal growth averaging three per cent a year for the rest of the 


decade; 


° the domestic wellhead price of crude oil will reach $65 a barrel 
by 1990, the price that consumers pay will rise to $79 a barrel, with 
Marta prices climbing to $99 a barrel (delivered at Montreal) by 
then; 


° Uncertainty over the energy program and oil pricing will delay the 
start of oilsands projects, but pipeline projects will go ahead as 
scheduled; 


° Government financing of established federal-provincial programs 


will increase in proportion to the growth in nominal gross national 


expenditure. 


Council economists now project a moderate recovery for the Canadian 
economy over the next three years, but inflation is expected to remain 
higher throughout the decade than originally projected. Double digit 
inflation is expected to continue at least until 1988 with wage and 
price inflation in the range of ll per cent to 12 per cent over the 


medium term. 
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Improved economic growth and higher job creation will make it 
possible to bring the unemployment rate down sooner than originally 
projected. Council economists now expect the jobless rate to drop 
from 7.2 per cent this year to about 5.3 per cent by £985, rising 
again to 6.8 per cent by 1990. Labour force growth is expected to 
remain strong and wage increases are now expected to be higher than 


before. 


Projections of the federal government's fiscal position have 
"changed dramatically", says the Council's magazine. With the 
National Energy Program in effect, the federal government could be in 
a surplus position by the middle of the decade. The position of the 
provincial governments is not as favorable as originally projected. 
Although the provinces as a whole will probably continue to have 
surpluses throughout the decade, they may not be as high as previously 


expected. 


The detailed projections are contained in a paper, "The Medium-Term 
Outlook: Spring Reassessment," also released today. 


For further information, contact 


Monica Townson 
(613) 993-1068 


ental: eal a, neo 304 oer a 
0 pian. ak ie 5 
asd sedpia od 7 pee “yoo cama 


; : | eae hoe | a e ‘i me "S10%ed 
ie ve 6 " ; sea rath oi vee! a 
avai wotdteog iooeid ‘nie bien fasenen eds my “-enoksos 


odd AIiW” 1 enisepam 2? {toaued add gyne , jase al 2 fesadioe : 
ni 4d blaoo InamnreVvED isyebel ond ,3>slie ni mez yprong. Lanolisn 


“dj 0 Avistieod on? »8bs29b edd to elbbim sax yd nolsisog ablgzue sp | 
.bedostorg yilenipiso es aidsxoved &6 Jon BL esnemnxsvop Istonivoxg 
aved of euaisnoo yldsdorg Iliw afonw « ae eeoniverg eri dpuotils 
Ylevoivewg a6 dein es ed ton yem yord , sbsoeb ind Jvodpuornds eoaulgzuue | 


.botnegxs — 
axaT ~ ~ nit aM oar". 4 19969 8 mi Beatszno. og enoitosfosg beliste® od 
- Yabo? beaseloy oels 1 oORREE OREN paizge :XOOLIuU0 a 


~ OF 


noanwot sotnonl 
8d0L- £ee (Sere 


+ Economic Council Conseil économique Pops: 


jot Canada du Canada “CAC Ome 
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POLLUTION INSURANCE PROPOSED TO COMPENSATE VICTIMS 


OTTAWA -- A government-run pollution insurance plan should be 
created to compensate pollution victims in much the same way as 
victims of automobile accidents or injuries in the work place, 
according to a study published today by the Economic Council of 


Canada. 


Author John Z. Swaigen, of the Canadian Environmental Law 
Association, argues in his study that "the person who has suffered a 
Substantial loss that he was not in a position to prevent or avoid, 
through no fault of his own, and as a result of the actions of some 
third party, should not have to undertake expensive legal 


proceedings or incur great delay to obtain compensation." 


This principle is recognized in statutory no-fault automobile 
insurance plans, workmens' compensation plans and recent proposals 


for compensating the victims of crime. 


Governments have not shown much concern in the past for the 
consequences of pollution, says the author, but recent major 


incidents have focused attention on the issue of compensation. 


Ottawa: Supply and Services Canada -- Cat. No. EC22-94/1981E. 
Peice in Canada: $7.95; Other countries: 69.55. 
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These have included mercury pollution of the English-Wabigoon river 
system, Lake Erie and Lake St. Clair; the Love Canal case; dioxin 
contamination in Seveso, Italy; the nuclear power plant accident at 
Three-Mile Island; mercury pollution in Iraq and Iran, and the 


Mississauga train derailment. 


For the victims of such incidents, says the author, “achieving 
cessation of cleanup, restoration or replacement of contaminated 


environments is not the end of the pollution incident." 


The only recourse for victims at present is to undertake long and 
eostly litigation... The.solution proposed. in the study is for the 
creation of a government-operated compensation fund that would 


provide "fast, full and fair compensation." 


The system might impose a basic pollution levy on all industries, 
with high-risk industries paying an additional levy. The worst 
polluters would face surcharges. All industries would be levied, 
says the author, because past experience has shown that substances 
deemed to be harmless today are often found to be hazardous in the 


Future. 


The question of deterring pollution would not form eat Of (Cire 


system, but would be left to the processes of regulation, inspection 


and criminal law. 


Government would also contribute to the fund with certain condi- 
tions, and on the assumption that "Since society benefits from 
having products and services that necessarily entail pollution, 


society should share the cost of compensation for pollution." 


The plan is not likely to produce adverse economic effects in 
Canada, says the author, especially since there is a trend 


developing throughout the world for the establishment of pollution 


compensation plans. 
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The study sets out the possible variations in such a plan. But all 
have the ultimate goal of redressing the inequitable situation 
whereby compensation for a person's loss or injury depends on 
whether he or she is "run over by a car, injured while assisting 
police to apprehend a criminal, struck down by cancer resulting from 
occupational exposure or exposed to hazardous substances in the 


natural environment." 


There is no real difference in principle in such cases, the author 


concludes, and there should be no difference in result. 


This report is part of a series of background papers to the Economic 


Regulation which was published in June 1981. 


ee er ee ee a ee 
The findings of this study are the personal responsibility of the 
author and, as such, have not been endorsed by Members of the 
Economic Council of Canada. 


For further information, contact 
Jean-Guy Carrier 
(613) 993-1894 
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PR82/08 FOR RELEASE ON 
April 15, 1982 


VOTES AND POLITICS INFLUENCE REGULATIONS 


The choice of policies to regulate economic activity in Canada is 
likely to be dominated by what will appeal most to voters rather 
than by what works most efficiently, at the least cost. 


In a study published today by the Economic Council, it is argued 
that Canada's regulatory system, like much of public policy, is a 
creature of the political process rather than the logical 


creation of economic planners. 


In many cases, the authors argue, policy instruments are selected 
primarily because they appeal to the governing party's potential 
VYOCELES ,~ White imposing «costs on anotherwportion! ofathe 


electorate. 


"In short, a strategy that seeks to magnify the gain and 


depreciate the pain will be influential in instrument choice." 


The study examines a number of public policies and mechanisms to 
test this axiom. They include the use of Royal Commissions 


M. J. Trebilcock, R. S. Prichard, D. G. Hartle and D. N. Dewees, 


The Choice of Governing Instrument. Ottawa: Supply and Services 
S56 95 3 


Canad arren— Gate «qNoa’ BC22-101/2982in mPrice in Canada: 
Other countries: $10.75. pe 
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and Task Forces; methods of taxation and tax expenditures; use of 
Crown Corporations; and the choice of instruments for regulation 


in the fields of environmental protection and agriculture. 


Taxation is a prime example, the authors say, of how politi- 
cians follow the old adage that "What the eye doesn't see the 


heart doesn't grieve about." 


The manufecturer's sales tax is cited as an instrument that "is 
probably the worst major tax in existence in this country, from a 
technical point of view," but which continues to be used despite 


its economic inefficiency. 


From the political view, it is quite efficient, say the authors, 
because the tax, which raises a substantial proportion of all 


federal revenues, is buried in the prices paid by retailers. 


Most regulations are arrived at for similar reasons, the authors 
maintain. Therefore, any effort to reform regulations which 
relies solely on arguments of economic efficiency is unlikely to 


succeed. 


"Asking how we can achieve superior regulation is equivalent to 
asking how we can achieve a better system Of politics, -tne 


authors state. 


Changes such as the adoption of proportional representation, 
Senate reform, new rules on party financing, subsidization of 
small interest groups, freedom of information legislation, can 
all help bring about a change in the political climate that could 


make the process of policy selection more economically efficient. 
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In the meantime, the authors say, economists can improve the 
process of political decision-making by increasing and improving 
the information and analysis available to the public, 


Politicians, the authors conclude, can and do ignore economists 
but they "cannot, however, easily ignore voters armed with 


relevant information." 


This stucy was prepared as part of the Economic Counca is 


examination of government regulation in Canada. The final report 


Reforming Regulation was published last year. 


The findings of this study are the personal responsibility 
of the authors and, as such, have not been endorsed by 
members of the Economic Council of Canada. 


For more information, contact 
Jean-Guy Carrier 
(613) 993-1894 
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PR82/15 Ro SH FOR RELEASE ON 
ips August 4, 1982 
IMPORTANT ROLE FOR EQUALIZATION IN CANADA'S FEDERAL SYSTEM 
OTTAWA -- "A continuing scheme of federal-provincial equalization 


Payments’ has become” an article of faith in politicalvcincles eis. 
Yet, however apparent it may seem to constitutional experts that 
a compact among regions must include provisions guaranteeing 
equalization to reduce regional disparities, among some 


economists there is a growing ground swell of opposition." 


In a study prepared for the Economic Council of Canada," Queen's 
University economists Robin W. Roadway: and Frank*R. Flatters 
PEecSent a ‘thorough “analysis of "the ‘appropr letepmode tof 
equalization payments, if any, in a federal economy such as that 


of Canada." 


And they find that, on both equity and efficiency grounds, there 


is indeed a case for equalization payments, at least "of a 


Parricular Sort.” 


The study takes as its starting point the fundamental conclusion 
that the goal of equalization should be to achieve equity among 
Canadians wherever they lived in the country and the highest 
possible degree of national economic efficiency. The goal of 


equity is in line with the commonly accepted objective-of 


Robin Boadway and Frank Flatters, Equalization in a federal 
State: An Economic Analysis. Ottawa: Supply and Services 


Canada —-- Cat. No. BC22-105/1982E. Price in Canada: $6,957 
other countries: $8.35. 
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government in Canada to reduce inequalities in real income 
between people and to ensure that individuals in similar economic 


circumstances are treated in the same way wherever tiey ive’ Tn 
Canada. 


The study concludes that an equalization program involving 
transfers between governments is a necessary complement to the 
individual system of taxes and transfers because the latter is 
unavoidably based essentially on the nominal or "market" income 
of individuals. Such an approach, however, fails to take account 
of the net fiscal benefits of people in different provinces - 
that is, the goods and services they receive from provincial 
governments in many forms in relation to their cost through the 


imposition of various provincial levies. 


As a result of the impact of these fiscal benefits, a Canadian 
living in one province with the same market income as a fellow 
citizen living in another province can have a very different rear 
income when the net fiscal benefits provided by their respective 
provincial governments are taken into account. If an appropriate 
degree of equity is to be achieved in these circumstances, a 
System of intergovernmental transfers is required to reduce or 


eliminate such differences. 


Pader the broad concept of equity that 1s generally accepted, 
such differences in the well-being of Canadians resulting from 
Vorwmatlons) in net fiscal benefits available Erom various 
provincial governments should, in the view of the authors, be 
largely eliminated - as would be essentially the case in a 
inaceary state, Such a goal, however, must pe moditited to take 
mecount Of the provisions of the Constitution, which appegr £6 
eonter, certain property. rights on the provinces and tneir 
residents with respect to natural resources. The authors 
conclude, therefore, that only a portion of the revenues received 


by provincial governments from natural resources, and only that 
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amount that was passed on to provincial residents as benefits in 
the form of various goods and services or tax relief, should be 
Subzgect: to equalization. Resource income channelled into 
Savings, such as Alberta's Heritage Fund, should not be included. 
poe balance would be.treated, in effect, as if it were 
distributed to provincial residents in the form of income and 
made subject to federal tax. 


Mitte equity would appear to dictate only the partial 
equalization of provincial natural resource revenues because of 
the overriding considerations established under the Constitution, 
Pets the authors" judgment that full equalization of such 
revenues is in fact required from the point of view of national 
economic efficiency. Although some have argued that equalization 
payments impede necessary adjustments in the economy that 
otherwise would take place automatically in response to market 
forces (such as the migration of workers within the country), the 


study arrives at the very opposite view. 


The authors conclude that while there might be some conflict 
between the criteria of equity and economic efficiency for an 
interprovincial equalization program, there is nonetheless "an 
important role to be played by a program of equalization grants 


in our federal system." 


The findings of this study are the personal responsibility of 


the authors and, as such, have not been endorsed by Members 
of the Economic Council of Canada. 
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For further information, contact: 
Jacques Fortin (613) 993-1894 
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R&D eKPENDITURES twee So NOT THE ANSWER 
OTTAWA -- Research and development is seen by many as the 


most promising route to stimulating the future growth of 


Canada's economy. 


The federal government recently confirmed its belief in 
this approach by announcing a policy that sees Canada's 
expenditures on R&D reach the target of 1.5 per cent of 
gross national product by 1985 - at an annual cost of about 
Pilon. 


However, ina study prepared for the Economic Council of 
Canada, Queen's University economists Kristian S. Palda and 


Bohumir Pazderka disagree with this approach to R&D policy. 


Setting out to determine whether a 1.5 per cent global 
target is a good way to stimulate research and development, 
and productivity growth, the authors in fact conclude that 
the establishment of a general target for R&D expenditures 


is an exercise of doubtful value. 


The approach they recommend to stimulate innovation and 
research in Canada is that the government consider each 


industry individually. This is necessary, they argue, 


Kristian S. Palda and Bohumir Pazderka, Approaches to an 
International Comparison of Canada's R&D Expenditures. 


Ottawa: Supply and Services Canada, Cat. No. 
EC22-107/1982E. Price in Canada: $5.95; Other countries: 
ee ee 
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because while some industries may benefit from government 
programs to promote R&D, others will in fact be adversely 


abiected by such a policy. 


The study also shows that the grants or tax concessions to 
stimulate research and development are not equally effective 


in all -industries. 


In addition, a comparison made between R&D in Canada and 
that in other industrialized countries shows that some 


important Canadian industries are doing better than 
expected. 


Contending that government policy to stimulate R&D should 
concentrate On those industries where a true shortfall is 
identified, the authors conclude with their belief that "an 
aggregate, economy-wide target of research intensity is 


neither valid nor useful." 


The findings of this study are the personal responsibil- 
ity of the authors and, as such, have not been endorsed 
by Members of the Economic Council of Canada. 


For further information, contact 
Robert Douglas (613) 993-1894 
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BROAD CHANGES IN GOVERNMENT FINANCING ROLE RECOMMENDED 


On TAWA == The Economic Counctl of Canada is calling for broad 
changes in the government role in financing housing, business, 


agriculture and other sectors. 


pao LoOmnici lt mecommends In a report released today that the 
federal and provincial governments reduce some lending activities 


tie .introducing new forms of Linancing to meet other needs. 


Federal and provincial loans and loan guarantees - totalling 
Peonehiton Outstanding in 1980 - can be effective in curing 
shortcomings in the nation's financial markets, says the report. 
For example, private financial institutions may not be serving 


some potential customers for a variety of reasons. 


Put if governments intervene when there is no obvious 
deficiency in financial markets, says the Council, they have 
trouble meeting their social and development goals, and the costs 
Sen. be high. Action in one part of the economy Can have an 
impact on other areas - raising or lowering interest rates, for 


instance. 


So the report proposes a number of steps ranging from new types 
ef mortgages to a gradual withdrawal from direct loans for 


exports in an effort to improve government financipf “activities. 
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Governments and legislators should also exercise tighter 
control of public financing agencies, which would include a 


review, every five years, of their aims and operations. 


Government dominates export financing and plays a major part in 


Seneancing agriculture and. housing. It a8 the fourth larger. 


institution in-business finance. 


The Council report, called Intervention and Efficiency, says 
governments should withdraw, as much as possible, from areas 
Where tt hepprivate’ sector’ contributes to the  achtvevement of 


government goals. 


For instance, the Council says the Canada Mortgage and Housing 
Corporation should gradually pull out of the direct insurance 
Field and the Export Development Corporation should reduce its 
rower vinedirect financing for Canadian sales abroad while 


continuing to provide other forms of assistance. 
Occasionally, too, government funds may not fill a real need. 


So the report says the time has come to reassess government 
loans and guarantees to adapt them to "the circumstances and the 
needs of the 1980s." Government aid has done some good in the 
meee pot “there's now a need’ to take a Eresh look at this 


assistance. 


Thas Might mean shifting from direct loans and loan subsidies 
Por orhner financing methods such as tax incentives, creagt 
insurance or grants. Governments would still fill a gap left by 
private financial institutions - in some cases, this would mean 


direct loans. 


Simulations carried out by the Council show that subsidized 
loans to one sector can have an undesirable impact on other 


sectors. For example, subsidized loans to farmers dampen 
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residential construction and manufacturing activity partly 


because the subsidies channel money away from these industries. 


At the same time, these subSidies do not seem as effective as 


Other measures in achieving the objectives governments have set. 


Public financing agencies often function with unclear goals and 
without clear financial guidelines, the Council says... These 


goals and operations should be reviewed every five years. 


The report also recommends these agencies periodically sell off 
part of their loan portfolios to recoup some of the money they 
have spent and to show how wisely they have been using public 
money. 


meevna ss aginecd for better, £inancilal.reporping, by, publae 
agencies, says the Council, and these public bodies should also 
be required to establish business plans outlining objectives, 


strategies and costs for coming years. 


inineenerad, .the report urges tighter control over pubic 


agencies and their activities. 


Porm more intormation, contact: 
Robert Douglas 
(613) 993-1894 
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MORTGAGE PLAN PROPOSED TO EASE PLIGHT OF HOMEOWNERS AND FARMERS 


OTTAWA -- Governments should promote a new indexed mortgage plan 
eorecase the impact of inflation and bouncing interest rates.on 


homeowners and farmers, says the Economic Council of Canada. 


The indexed mortgage, says the Council in a report released 
today, would allow buyers to make much lower monthly payments 
initially than under conventional mortgages in inflationary 


times. 


Homeowners and farmers would get this relief today at the price 
of higher payments later should inflation continue. But these 
higher payments would be consistent with higher incomes and house 


values. 


The indexed mortgage would be financed by private institutions 


and promoted by governments. 


mye proposal is contained. in a, Council report aimed at 
improving federal and provincial government financing in such 


sectors as housing, agriculture, business and exports. 


Generally, the Council report - Intervention and Efficiency - 


recommends governments cut some direct lending while introducing 


new financing methods or increasing activity in other areas. 
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Among Other measures, the Council urges governments to use such 
methods as tax incentives rather than direct loans to encourage 


housing construction and farm development or expansion. 


The Council devised its indexed mortgage plan to counter the 
oreo Bniiiatpiony, which can drive houses out of reach of 


home-buyers and confront farmers with serious cash problems. 


For example, only part of a farmer's accrued income is in cash; 
Enel pestn is a capital gain on the rising value of his land. But 
With rising mortgage rates in inflationary times, he 1S short of 


eaenncorpay Nigher) rates. 


Along with helping home-buyers and farmers, the indexed 
mortgage would restore the long-term mortgage to the housing 
Hareets olhas would add stability for buyers, builders and 


lenders. 


Unlike the proposals by former Finance Minister Allan MacEachen 
in the June 28 federal budget, the Council's mortgage plan would 


not require major tax changes. 


Mortgages would be initiated by banks or trust companies, which 
would sell them to registered retirement savings and tax-exempt 


pension funds. 


Despite the better monthly payment plan initially, there could 
still be some defaults by borrowers, the Council acknowledges, 
but. that is true with all mortgage systems. That oC es. wee eS 


careful screening of borrowers by lending agencies. 


The advantage of the indexed mortgage 1s that Lb 19 gp ex i le, 
adjusting to inflation and price stability the way an all-weather 


tire does to winter and summer driving conditions. 
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Of course, borrowers would prefer the long-term, fixed-rate 
mortgage of the 1960s to an indexed system, the Council says. But 


buyers today can't get long-term mortgages on these terms. 


To demonstrate how an indexed mortgage would work, the Council 
compared a standard mortgage at a7 per cent interest rate and no 
inflation, a conventional mortgage at 17.7 per cent interest with 
10 per cent inflation, and a fully indexed mortgage at a basic 


mau Gian ereicaentyimterest: inarm period of 10 per cent 
Inflation. 


Ry borrower starting Olteat, avsalary of $25,000 a. weaneand 
buying a $60,000 home with a 15 per cent down payment would start 
paying $441 a month in principal, interest and taxes under the 
Standard, no=-inflation plan. Property taxes would begin at 
$1,000 a year. 


ite intwataonecase witha l17.7 per cent interest rate, he 
would begin paying $828 a month for the $60,000 home. But under 
the indexed mortgage his initial payments would be only $449, 


almost as low as the no-inflation example. 


Monthly payments remain the same throughout the no-inflation, 
fixed-rate mortgage while they rise under both the other examples 


because of the impact of inflation. 


Monthly payments under the indexed mortgage would actually take 
a lower share of personal income after 25 years than they did at 
the outset because salaries would have risen too, assuming that 
iatlation continues. That share falls to 11,9 per cent in che 


final year from 19.2 per cent in the first year. 
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Governments should encourage the introduction of these new 
mortgages, and the Canada Mortgage and Housing Corporation should 
temporarily offer direct insurance of such mortgages, the Council 
says. 


A similar mortgage plan would help farmers who are discouraged 
from buying property or expanding because of the heavy cash 
outlay. These farmers would reduce their monthly payments in the 


early stages when they most need cash. 


The report says the private sector has taken an increasingly 
large role in financing housing and agriculture, and governments 
Should try to pull out of the direct lending as much as possible. 
However, there is still a place for direct loans where people 


can't get them from private sources at competitive terms. 


Por MOLre InroOrmation,. contacts: 
Robert Douglas 
(613) 993-1894 
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», News Release Communiqué 


Cc PR82/24 DO NOT PUBLISH BEFORE 
a4 1:00 p.m. (EST) 
Tuesday, November 30, 1982 


COUNCIL URGES NEW INVESTMENT PROPOSAL 


OTTAWA -- Governments should bring in new measures to stimulate 


investment in shares of small and medium-sized companies, says the 


Peonomic Council of Canada. 


Such investments would strengthen these firms and lessen their 
mah debt. loads, says.the Council in a. xyeport, released. today. 
Recent economic developments underlined the urgency of such 


measures. 


For these companies, at least, equity flnancing 1S better than 
direct government loans because they are already heavily burdened 


With debt. 


The Council also proposes that government be more selective in 


@irect hending.for-exports. 


Instead, the federal Export Development Corporation should move 
Pecreasingly into credit reinsurance and guarantees to encourage 


private institutions to participate more 1n export financing. 


Private financial institutions already dominate short-term 
lending for exports, says the Council report, and there seems 


itetele reason why they should not take a growing share of 


long-term financing. aie a 
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Tne Council: report, called Intervention and ELL ireiency, 


generally recommends governments pull out of areas where the 


private sector is already active and contribute to the achievement 
of government social and economic objectives. 


On the other hand, the report urges governments to step into 


gaps left by private financing and to encourage new types of 
financing. 


Among other sectors, the report looks at government efforts in 


financing business domestically and in the export field. 


tie wederal EDC dominates the export financing field with $5.5 
billion in loans and credit insurance outstanding at the end of 


1980. There were a few other federal and provincial agencies also 
involved. 


However, the Council found that Canada lags behind other 
countries in supporting exports. EDC support varies between 5 and 
6 per cent of Canadian exports annually while comparable figures 
in other countries are 39 to 48 per cent for France, 38 to 45 per 


Peiuecor Britain, and) 25 to 49) per cent for Japan. 


As for domestic business, there were 28 federal and provincial 
agencies, boards and departmental divisions providing loans, 
investments and guarantees totalling $6.5 billion outstanding 1n 
930". 


When looking for more financing, smaller companies tend to rely 
more on short-term loans, says the Council, while larger firms 


turn more to share issues and debentures. 
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The low equity base of small and medium-sized firms is not a new 
problem, but recent economic developments "have drawn attention to 


the urgency of reducing this weakness of corporate financial 
Structure." 


Without a solid equity base, these companies have to turn to 


short-term loans to survive bad economic times. 


Companies may have a weak equity base because owners may be 
Peructatt to lose some control ‘over their firms. “Among “Other 
things, they may also face regulations or practices by governments 
end some financial institutions which discourage this kind of 


investment. 


Governments could change the income tax system to make 
investment in shares more attractive or alter regulations 


governing major financial institutions, the report says. 


Pvey could also step in to buy shares directly, with Limits 


placed on government involvement in the firm's management. 


The Council also says federal and provincial governments should 
ensure their departments and agencies follow a consistent 
industrial strategy because some current programs may have a 


tendency to cancel each other out. 


In addition, Canadian governments should avoid outbidding each 


other for industry. 


ih the export field, says the report, private lenders have 
dominated short-term lending. But they don't have much of a role 
in long-term financing, possibly because of governmental 
practices. Banks have little say in long-term lending decisions 


by the EDC. 
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Government aid to individual exporting companies should be 
temporary and not permanent, the Council says. Noting that 16 
firms received half of the 415 loans handed out by the EDC between 
£969 and 1980, the report says: 


pomerts rather tempted to believe that, for these firms, the 


subsidy has become a form of permanent assistance," 


While subsidies have drawbacks, the Council says Canada cannot 
act alone in eliminating them and must continue pressing for an 


international agreement to further limit subsidized export credit. 


For more information, contact: 
Robert Douglas 
(613) 993-1894 
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Economic Council Conseil economique 


of Canada du Canada 
P.O. Box 527 CIP. 527 
Ottawa, Ontario Ottawa (Ontario) 
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News Release Communiqué 


PR82/25 FOR RELEASE ON 
December 15, 1982 


MIGRATION INFLUENCED BY FISCAL PROGRAMS 


OTTAWA -- What makes people move to another place? A better job? 


Improved unemployment insurance benefits? The Lure Of O10 


revenues? 


some economists say that Canadians move to richer areas from 
economically depressed regions almost solely because of jobs, but 
feouudy carried” ouc for’ the’ Economic ‘Council of Canada takes a 


different view. 


This study, prepared by economists Stanley Winer of Carleton 
University and Denis Gauthier of Queen's University, concludes 
that government measures, such as unemployment insurance 
benefits, and the tax system also influence decisions on whether 


to migrate. 


Jobs are certainly a potent magnet to migrants, the authors 
say, but government fiscal measures were almost aS important 1n 
drawing poor Ontario residents to Alberta in 1977. They had less 


impact on the better-off migrants. 
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The report says many people flooded into Alberta in the 1970s 
because they believed growing resource revenues meant they would 
Ret puplic Services at LOwer cost there than at “home. Oot 


revenues would hold down taxes. 


Prater rcom those who. moved: to Alberta ‘to get jobs In 1977, the 
authors say there were many others who were influenced by the 


rising oil revenues. 


If natural resource revenues had remained at 1971 levels in 
real terms, say Winer and Gauthier, there would have been 10 to 
Powver cent Lewer Midrants.—-both richizand poor — to Alberta in 
HES as 


Improved unemployment insurance benefits in the 1970s were a 
powerful force in reducing the flow of people out of the Atlantic 


region and in encouraging others to go to British Columbia. 


The federal system of equalization payments, aimed at reducing 
the gap between rich and poor provinces, 1s another Eactor 


affecting decisions to move or stay. 


Some economists say that equalization payments hamper efficient 
development of the economy, while others state that they yield 


real benefits. 


The migration study does not settle the question of fairness 
and efficient economic development, but it does present evidence 


that government fiscal measures do have an impact on migration. 


The pattern of migration between provinces changed between 1968 
Bna..1977,..the,period covered in the study. Th Gao we fC LC 
provinces switched from losing people to gaining them, 1n overall 
terms. Migration into Ontario declined, while people poured into 


Alberta. 
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Analyzing migration series from family allowance and tax data, 
Winer and Gauthier indicate that changes to the Unemployment 
Insurance Act since 1970 were an important element in reducing 


the stream of migrants out of the economically hard-hit Atlantic 


region. 


aS a result of these changes, applicants find it easier to 
Pwatety Lor unemployment insurance benefits, and for longer 


periods, in regions where the jobless rate exceeds the national 
average. 


Without these changes, the number of people moving to Ontario 
from the Atlantic provinces would have been up to 42 per cent 
hagnenathanwicawas in 1977, says the study. 


A generous unemployment insurance system is also one of the 
attractions for people considering a move to British Columbia, 
Say the authors. British Columbia is usually considered a 
wealthy province, but it has relatively high unemployment rates. 
People may be attracted to the province because of high-paid jobs 
there, knowing that unemployment insurance will act as a safety 


Hers 


Increased equalization payments in the early 1970s also helped 
to restrain some people, particularly in the low-income groups, 
from moving to rich western provinces such as Alberta and British 
Columbia. The number of poorer migrants to those provinces from 
the Atlantic region was up to 16 per cent lower in LOW) Cher .Lt 
would have been without these increased payments. 

- 30 - 


The findings of this study are the personal responsibility of 
the authors and, as such, have not been endorsed by Members 
of the Economic Council of Canada. 


For more information, contact: 
Robert Douglas (613) 993-1894 
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News Release Communiqué 


FOR RELEASE ON 
PR83/1 January 25, 1983 


TIMELY LOOK AT JOB-HUNTING 


OTTAWA -- Taking time to search for jobs has paid dividends for 


many Canadians. 


A study, released today by the Economic Council of Canada, 
estimates that more than 40 per cent of unemployed job-seekers in 
the 1973-78 period actually wound up with better wages than they 
had before. 

With time and the aid of unemployment insurance,Senefits, many 
people were able to look for and secure highge-paid positions, 

C+ JAN3-41 983 6 - > 

"The results must be interpreted in light™ef£ the dramatic change 
in the labour market situation since 1978," says Abrar Hasan, co- 
author of the study with Surendra Gera. Both are Céunéil 


economists. 


Dr. David Slater, Council Chairman, says the pay-off of a long 
and diligent search for jobs will obviously be greater in normal 


economic conditions than at a time of high unemployment. 


But the Council study shows, he says, that careful job-hunting 


does yield encouraging results for some people. 


A. Hasan and S. Gera, Job Search Behaviour, Unemployment, and 
Wage Gain in Canadian Labour Markets. Ottawa: Supply and Servi- 
ces Canada, Cat. No. EC22-110/1982E. Price in Canada: $7.95; 
other countries: $9.55. 
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The study says about one out of every 10 Canadians was looking 


for a job in 1977 at an overall cost in excess of $1 billion. 


Some search on the job, others leave their jobs and then 


search. The bulk, of course, are persons who have lost jobs. 


Interestingly, voluntary job-leaving was about twice as high in 
Canada as in the United States, probably because of the structure 
of the Canadian economy, seasonal jobs, and differences in the 


unemployment insurance system. 


Job-seeking while unemployed was particularly productive for 


men in the 1973-78 period, say the authors. 


Almost half the men and women who quit their jobs got new 
positions at a higher wage, but increases were greater for men. 
A smaller percentage of those who were Laid off. found, bet rer— 


paying jobs. 


The main reason why men did better from a wage standpoint, say 
Hasan and Gera, is that a larger proportion of women than men got 
fobs with. little chance of advancement and little variety in 


wages. 


So the authors urge steps to break down or lower barriers 
between what really amounts to two separate job markets - male 
and female. Men are active in the "primary" market where or 
opportunities and advancement are broader than in the "secondary" 


market where most women are involved. 


Removing barriers means looking at institutional and legal 


obstacles, the study says. 


In addition, the authors say governments should try to improve 
the effectiveness of public employment agencies in matching 


people with jobs. There should also be an attempt to cut down 
voluntary job-leaving which is a drain on public funds in times 


of job shortages. 
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The Hasan-Gera study is based on Statistics Canada's labour 
force figures for 1977 and a federal Industry Department survey 
of more than 12,000 unemployed persons dealing with their 


employment/unemployment records between 1973 and 1978. 


For many jobless Canadians in the mid-1970s, waiting paid off 
in higher wages. In overall terms, an unemployed worker could 
count on finding a higher-paying job for each additional week of 
search for up to 15 weeks of unemployment. 


But after 15 weeks, female workers could expect a gradual 
decline in the wages they could settle for. Men could look for 


continued increases, on average. 


Moresurprisingly, the study found that an increase in 


unemployment has a dampening effect On wage gains. 


Government-run public employment services are heavily-used by 
unemployed job-seekers, ranking just behind direct contact with 


employers as a search method. 


But the authors found that these public agencies ranked only 
fourth in success in finding a job among search methods. These 
agencies seem to have a poor image in the eyes of employers and 


need to be made more effective. 


The authors' research indicates that job-seekers pursue a 
particular job search strategy: they begin with a floor in mind 
ier the wages they will accept. As their period of unemployment 
Stretches on, this floor tends to drop, reflecting job-seekers' 
adjustments to labour market realities. This adjustment, 


however, is generally sluggish. 


The findings of this study are the personal responsibility of 
the authors and, as such, have not been endorsed by Members 


of the Economic Council of Canada. 


For more information contact: 
Robert Douglas (613) 993-1894 
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RISING LIVING STANDARDS THREATENED 


OTTAWA -- Rising Canadian living standards are threatened and 
that demands further action in such areas as technical advance and 
international trade, says the Economic Council of Canada. 


pederdl tandeoiprovincial governments, says a Council report 
released today, should extend their technology policies to include 
the speedier spread of foreign and domestic technical innovations 
ehooughoute Garad tan = industry. Delays in introducing technical 
changes have slowed growth in productivity, commonly defined as 
output per person employed. 


Ottawa should also continue pursuing freer world trade because 
greater trade raises living standards, both by expanding consumer 
eiarcesandiwby inproving industrial efficiency, says the report, 
The adjustment costs aren't as severe as often claimed. 


Productivity growth used to be a major contributor to increases 
in Canadian living standards. Productivity is still very high but 
it has stopped growing. Growth was zero, on average, between 1973 
and*1981. 


Growing trade can also contribute to rising incomes. 


The report, entitled The Bottom Line: Technology, Trade, and 
Income Growth, says growth in living standards has dropped to a 
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1.5 per cent annual average in the 1973-81 period from three per 
cent a year in the previous two decades. Rising living standards 
are measured by the annual rate of increase in real gross national 
product per person. 


The productivity slowdown is a key factor in this decline. 


me. CoUucay report looks at’ technological change and how 
improvement might stimulate productivity again. And it evaluates 
arguments for and against a faster lowering of trade barriers. 


If the report's recommendations are carried out, the Council 
says it is cautiously optimistic about an increase in living 
Standards in coming years. The proposals should be implemented 
for permanent growth, although the report acknowledges there is 
likely to be a strong but temporary productivity increase as the 
economy recovers from the recession. 


It is not correct to blame the productivity slump on workers 
slacking off; evidence shows that has not been a _ significant 
racvor’s Economists have yet to find a full explanation for the 
Slowdown. Productivity is more heavily influenced by technical 
advance, capital accumulation and industrial relations as well as 
Ouner factors. 


To illustrate the value of technical advance, the Council says 
that a one per cent annual improvement could enable a grandson to 
become twice as well off as his grandfather in the same job and 


with the same amount of effort. 


Public policy on technical change centres almost exclusively on 
manufacturing and research and development, says the Council, but 
that overlooks well over half the economy as well as other vital 


aspects of technical change. 
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Little attention is paid to boosting productivity in the service 
sector = ) .transportationy: retail! «trade, education, medical care, 
and others -- and such industries as construction. 


"This is tantamount to trying to make a jet plane fly better by 
overhauling only one of its engines," the report says. 


Formal domestic research and development gets a lot of public 
attention, but a bigger problem may be the slow spread of 
innovations developed on the shop floor and in the office or 
picked up from foreign companies, the Council Says. This requires 
federal and provincial government help. 


The Council endorses the government's overall Spending target 
porgmnesearchpofei.5' percent of grossenational prodtict by 1985, 
but says this should be broken down by industry as some sectors 
need it more than others. 


On the trade side, the Council report challenges claims that 
lower tariff barriers are gradually destroying Canadian 
manufacturing. There is evidence that some industries have 
suffered from increased foreign competition but others have gained 
Strength. 


Reducing trade restrictions has given birth to new companies and 
helped others to expand while killing few firms. "The upshot of 
ewiethiSais thateCanada issatfar cry from de-tndustrialization.” 


But there has to be some protection for workers thrown out of 
jobs by tough foreign competition. The Council urges’ the 


government expand its aid programs for these workers. 


Five of the 20 Council members have written comments or dissents 


questioning or disagreeing with certain elements of the report. 
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These include Kalmen Kaplansky, Paul-Emilien Dalpé, Shirley 


Goldenberg, T. Earle Hickey and Pierre Lortie. 


Lortie, president of the Montreal Stock Exchange, endorses 
ceria Tincings of the report but says it should have taken 4a 
broader look at the productivity problem by deeper analysis of 
Such 1SSueS sas taxation and social programs. He also takes issue 
with specific recommendations on research and development and 
calls for additional practical suggestions. 


Kaplansky, senior fellow of the Human Rights Centre at the 
University of Ottawa, says the report has not paid "sufficient 
attention to the human element" -- to industrial relations and 
programs to help Canadians affected by technical change. 
Goldenberg, a McGill University professor, and Dalpé, a former 
Quebec labour leader, support Kaplansky's comments. 


Hickey, former finance minister of Prince Edward Island, 
dissented from a recommendation urging increased aid for workers 
losing jobs because of tougher competition. It's hard to see that 
these workers would be worse off than other jobless Canadians, he 
says, and there are already extensive welfare and unemployment 


programs. 


Poremore intormation, contact: 
Robert Douglas (613) 993-1894 
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A BROADER APPROACH TO TECHNICAL CHANGE 


PiTAWA  =- The Economic Council is calling for a broader approach 
to Canada's serious problem of technical change and productivity. 


puotic policy on” technical change is too narrowly focused on 
manufacturing and domestic research and development, says the 


Council in a report released today. 


The report, called The Bottom Line: Technology, Trace: “and 


Income Growth, says this neglects the large nonmanufacturing 


sector of the economy and the vast bulk of innovations picked up 
from abroad or developed on the assembly line or shop floor or 
office. 


Productivity, commonly defined as output per person employed, is 
Pery high but has flattened out at virtually no increase since 
1973 and that has an impact on whether Canadians can expect their 
real incomes to go up. Technical advance is one of the key 


elements in rising productivity. 


While domestic research should be boosted and the manufacturing 
sector helped, governments should take steps to promote faster 
distribution of technical advances of all kinds throughout al] 
sectors of the economy, the Council says. 
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A few of the report's highlights: 


- About 99 per cent of new technology in Canada comes from 
abroad and multinational corporations are an important channel. 
For this reason, obstacles to technology transfer from foreign 
multinationals to subsidiaries could hurt this country. 


Peerverenge: Oy TéEchnical innovations studied by the Gaunei 
were introduced abroad seven to 31 years before entering Canada. 


y ~woMpuULeys appeared “in British “Columbia eight “years “efter 
Ontario and shopping centres spread to the Atlantic provinces 16 
years after Alberta. 


- oeveral federal technology assistance programs are flawed 
because of failure to properly work out whether projects are 
economically worthwhile. 


To reduce delays in spreading technical innovations throughout 
the economy, the Council recommends’ federal and_ provincial 
governments should help spread information on new technology; the 
Pecene Office Should promote innovations; and the Foreign 
Investment Review Agency should make new technology and improved 
Proaquctivity ‘a ‘higher priority “in judging applications ~ for 
investment in this country. 


The Council also endorses the government target for research and 
development of 1.5 per cent of gross national product by 1985, but 
urges separate goals be established industry by industry. The 
gross national product is the sum of goods and services produced. 


The report underlines the importance of the nonmanufacturing 
sector and ordinary technical innovations because both offer many 
overlooked opportunities for improvement in productivity. 
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The services and nontrading sectors, ranging from hospitals to 
the construction industry, together take a larger share of the 
gross national product than does manufacturing. Services alone 
aCeCOen eae TOr hed) —per.« cent more,» than. «goods industniesi) such as 
manufacturing. so tnere 75 a better chance of Wmerovind 
productivity nationally if there is a concerted drive on all 
sectors of the economy. 


Applied research and development is important, but Canada 
depends heavily on new techniques, processes and other technical 
innovations imported from abroad or developed in the normal course 
oP aoing business in this country. 


A Council survey shows that the average delay in introducing new 
processes and products developed abroad in five Canadian 
industries ranged between seven and nine years. In other words, 
Canadian firms started using these innovations years after they 
were first marketed by the foreign innovator. 


And, or course, Canadians are slow in spreading technology 
Moroes the country <= 1t took 10 years for roof trusses, to filter 
throughout Canada. 


Foreign technology can be acquired directly by Canadian firms or 
through transfers from foreign multinationals to Canadian 
subsidiaries. The Council says multinationals are the most-used 


route for formal technology transfers. 


On the other hand, foreign-owned subsidiaries are less active in 
domestic research and development than Canadian-owned companies. 


Canada ranks lower than many other Western countries in research 
spending as a proportion of gross national product. But that may 
be misleading because some Canadian industries, such as mining, 


outperform similar groups in other nations. 
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Before handing out research funds, governments should be sure 
fuer penerrls tO “taxpayers Justify the costs, the report says. 
They should also be sure subsidies are stimulating research that 
would not otherwise be carried out by private organizations. 


Based on these standards, several federal programs fall short, 
the report suggests. Among these are the Industry Department's 
Enterprise Development Program, the Defence Department's Defence 
Industry Productivity Program, the National Research Council's 
Industrial Research Assistance Program and two smaller’ NRC 
sd 99 6.0 a nes 


ror more “ntformation, contact: 
Robert Douglas (613) 993-1894 
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Economic Council Conseil économique 


of Canada du Canada 
P.O. Box 527 CP. 5 
Ottawa, Ontario pe Se aie te 
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News Release Communiqué 


DO NOT PUBLISH BEFORE 
S215 Pete (EDT) 
PR83/05 TUESDAY, ‘June 28, 1983 


COUNCIL WARNS AGAINST 
CREEPING PROTECTIONISM 


OTTAWA -- Lower trade barriers pose some problems for Canadians 


but the Economic Council judges the payoffs in economic growth and 
rising incomes outweigh the drawbacks. 


Freer trade does throw some people out of work, at least for a 
mrmesetsays the Council’ ina report'™made “pub lic= touey.. Due Tite 
creased protectionism would lower living standards in Canada and 


throughout the trading world. 


The Council report, The Bottom Line: Fechnology, “lrace. _and 
Income Growth, says the government. should resist pressure to 
increase protectionism, and remain committed to current 
international plans to gradually cut tariffs and other trade 


OEStacles. 


But the report says an immediate end to all trade restrictions 
during the current recession would be too severe. “Nobody is 
advocating that free trade be implemented overnight; thus massive 
dislocation and job displacement are not Mikel y. 


However, if current international tariff reductions go ahead as 
Planned, “layoffs that might occur would be small, when compared 
with the total labour force in the manufacturing sector." 
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Once the recession is clearly over, the government’ should 
consider "accelerating the process of reduction of both Canadian 
anditoreicm tariffs dnd nontariff barriers." 


For those who are laid off because of import competition, the 
government should broaden assistance, the Council says. This 
should include direct income payments and help in finding new 
jobs. 


The Council report looks at technology and productivity as well 
feeitriade. Both increased trade and rising productivity contribute 


to higher living standards for Canadians. 


Canada's exports have risen faster in the last 20 years than 
overall gross national product -- the sum of goods and services 
produced. Helped by the U.S.-Canada Auto Pact, a greater share of 
Canadian exports now go to the United States than 20 years ago. 


More: liberal trade policies tend to increase specialization, 
generate economies of scale, and promote more competition. That 
leads to higher real incomes for Canadians. 


But many fear that Canada's manufacturing sector wil lo ship iniceaias 
barriers are lowered further and foreign competition increases. 
They frequently point to the growing trade deficit in manufactured 
BPOoducts. 


The Council report takes issue with this view. While the 
deficit in manufactured products is rising, “its size relative to 
the total two-way trade in such products is much smaller today 
Mian it used to be.” 


While manufactured imports have taken a growing share of the 


Penadian market in the last 20 years, exports have risen gust as 
fast in relation to overall Canadian factory production. 
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Looking at the issue in more detail, the Council studied 130 
groups of manufacturing items and found that there was improved 
performance against foreign competition in 26 cases, a decline in 
40 instances, and no change in the remaining 64 items. But 
overall Canadian manufacturing lost no ground in that period, 


indicating that the 26 gainers totally offset the 40 losers. 


im fact, most’ gains’ Or eVosses*cotld not be blamed on stronger or 
wWeuKker> Torelgn “Competition in’ those’ product ‘lines; the "report 


says. What is happening is that Canadian industry is tending to 
specialize more. 


Examining the high-technology industries, the Council found that 
only two out of 14 product categories actually improved their 
position while seven fell back. Yet “shipments of the two gaining 
categories were more valuable in 1980 than those of all the losing 
categories put together." 


Sfail, there is no doubt that Canadian industry is forced) 16 
Pagust when tariff and nontariff barriers are cut. But the 
adjustment process is not as severe as some may fear. 


Between 1970 and 1979, 38 of 88 companies in the average 
industry went out of business. But 26 new firms were born in this 
period. The main gainers and losers were small companies. 


The average size for 141 industries was 88 firms-in. Le70sa eae 
the Council found that this average fell to 75 in 1979. However, 
Pie Surviving companies were consistently Varger, so. tne 
industries shrank much less than the number of firms would 
indicate. 


Industries can decline either because existing firms go out of 
business or fewer new firms are born. The report says that! tne 
main way declining industries adjusted was through a slowdown in 
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thea birth rake of new firms rather than the death of existing 
companies. Fast-growing industries had a death rate that was 
equal to the manufacturing average but a much higher birth rate. 


While the adjustment to freer trade is tough on those who lose 
jobs, the report found that the adjustment process isn't as severe 
as commonly thought. An Industry Department survey of workers in 
the textile, clothing and electronic products industries found 
that e0per cent of workers: laid off in, the 1974-76 period were 
still in the labour force in 1977 and 80 per cent of these had 
found jobs. 


inveall. three industries, a majority found jobs in other 


industries or occupations. Those who were hired after layoffs 
usually got jobs quickly. 


These findings, says the Council, support those who see overall 
benefits to freer trade. 


For more information, contact: 
Robert Douglas (613) 993-1894 
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PR83/06 ee TUESDAY, October 11, 1983 
TWENTIETH ANNUAL REVIEW HIGHLIGHTS 
OTTAWA -- Highlights of On the Mend, the Twentieth Annual Review 


of the Economic Council of Canada: 


- Economic growth in the next two years is expected to average 
Tomes tua, 4 ‘per cent but will then tall off to less than 3 per 
cent assuming there are no major changes in policy or other 
factors. 


- Inflation is likely to range between 5 and 6 per cent in the 
Same period while unemployment will probably remain in double 
eee S 


paie: COUNncI) (has set a package of specific ‘targets fer 
productivity growth, employment, inflation, savings and _ social 
programs which would require economic growth to average 4.5 to 


5 per cent a year. 


meese targets are not projections but are intendeq ote 
stimulate Canadians to achieve the country's economic potential. 
Changes in attitudes and policies will be required to promote 


these goals. 
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- The federal and provincial governments should work out a 
monitoring system to help keep inflation under COntrol. The 
Council prefers this approach to stricter controls. 


- To achieve a more flexible economy, new competition 
legislation should be introduced along with reforms in regulated 
pricing in the energy and agriculture sectors. 


- Unemployment and job creation funds might be integrated and 


governments should consider a job voucher system to subsidize 
employers hiring jobless workers. 


- Savings incentives should be maintained. 


- AS a medium-term objective, the Council recommends a 
Substantial reduction of the federal deficit as a proportion of 
gross national product. Other governments should control spending 
too. 


- Exemptions for wholly dependent children should be converted 
Eoecniia tax credits which are probably of more help to the poor. 


- Governments should look at ways of expanding the pension 


rights of women. 


- Shelter allowances should be examined as the main method to 
help low-income tenants. 


eS canada S auto and auto parts industry should look for ways 


other than trade barriers to encourage production. 


- The basic structure of the social and health programs is sound 
and the universality of medicare should be maintained. 


= The delivery, quality and cost of these social and health 


services should be improved. As one example, wider #38 oT 
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paramedic and preventive health care programs might 


service and contain health costs. 


- The social assistance system should be 


welfare recipients can eccepL Work: Wrenout 
because of the tax system, 


For more information, contact: 
Robert Douglas (613) 993-1894 
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NEW ECONOMIC TARGETS PROPOSED 


OTTAWA -- The Economic Council of Canada is marking its 20th 
anniversary with a new set of economic targets designed to spur 
Canadians to boost economic growth and cut unemployment sharply 
over the next five years. 


These targets are “benchmarks for the future against which 
governments and public opinion can measure economic performance," 
Says the Council in its Annual Review of the economy released 
today. They are medium-term goals pointing to Canada's economic 
potential and not projections. 


PaeeCOuUNGil.s goals include productivity growth of 1.5 tosZaper 
cent a year; employment growth of 2 to 3 per cent annually so as 
Poreduce unemployment. rates to 6 to 8 per cent; the inflation 
rate maintained in the 4-6 per cent range; high savings rates so 
Picesintlow of foreign .capital is limited to 2 to 3 per cent 2 


year; and maintaining social services. 


To reach these levels, the economy will have to grow at an 
annual rates of more than 4.5 per cent, which is above current 
projections for the five-year period. Generally, the targets are 
more ambitious than recent economic performance and current 


projections. 
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The Council says there is no reason why Canadians should settle 
for second-best in economic performance, falling well below the 
nation’s true potential. The targets can lead to improvements if 
they encourage Canadians to aim higher. 


Even if the country falls short of these goals, the Annual 
Review says the economic outlook over the next few years is much 
brighter than it was a year ago. “The worst is over," the Council 
Says in reviewing the recent recession as well as economic 
development over its 20-year history. IntS: OUTLOOK AS reTiected 
in the title of the Review - On the Mend. 


The biggest remaining problem is the unemployment rate which is 
expected to stay above 10 per cent for the next five years 
assuming policies remain unchanged. The need to put people back 
to work is the prime reason why the Council is proposing the 
economic goals and urging greater co-operative effort by Canadians 
to increase economic growth. 


Current projections, outlined in the Annual Review, reflect what 
the Council expects will happen over the medium term assuming 
there are no major changes in policy. The highlights of the basic 
projections are: 


- Real economic growth will average over 4 per cent a year to 
1985, slowing to less than 3 per cent through 1987. 


- The unemployment rate will drop gradually to about 11 per cent 
in 1985 and remain at about that level through 1987. 


- The inflation rate, as measured by the consumer price index, 
will average 5 per cent a year through to 1985, climbing gradually 
Comore than 6 per cent in 1987. Foreign pressures, panticularly 
Secontmrol <of “natural gas prices in the United States, will stowly 
push up Canadian prices. 
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These basic projections depend on a set of working assumptions, 
including an assessment of current monetary, fiscal and energy 
poraciveés, the “outlook for the U.S. economy, and prospects for 


other major trading partners. These are set out explicitly in the 
report and supporting papers. 


The Council expects a healthy U.S. recovery and a generally 


stable economic outlook elsewhere, but offers alternative 
projections if circumstances change. 


For example, a stronger U.S. recovery, a greater increase in 
domestic wages, and a lower savings rate could add an extra 
percentage point in real economic growth annually between 1984 and 
HG) That would reduce unemployment rates to less than 10 per 
cent. A weaker U.S. recovery, less wage growth, and a higher 
Savings rate could reduce real growth 1 percentage point a year in 
the same period compared to the base case. 


Solving the unemployment problem in this decade is of "foremost 
importance," the Council says. But this should not be done by 
tackling unemployment alone because such a policy could distort 


the economy. 


Instead, the Twentieth Annual Review looks back to an approach 
used in some earlier Annual Reviews and proposes a package of 
margets and policies for the medium term. To get the jobless rate 
down to 6-8 per cent and keep inflation under control means a 


higher-than-expected rate of economic growth. 


The Council says these goals are not overambitious. Recoveries 
from recessions are often stronger than the general long-term 
economic trend. And the recent slump has created pent-up demand 
for such consumer goods as cars and has delayed needed public and 


private investment. 
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It- may rbe -harder.to reach these levels, the Council 
acknowledges, if world trade expands slowly. But Canada takes 


such a small share of world trade that exports can increase 
without causing retaliation. 


Among proposals to help reach the targets, the Council 
recommends a basketful of changes in unemployment insurance, job 
creation, skill development, work and savings incentives, price 
flexibility, competition legislation and spread of technology. 


To contain inflation and increase employment, the Council 
recommends the Bank of Canada keep real interest rates in line 
with the new targets. Governments should limit spending and set 
economic growth and employment as priorities. 


The Council does not favour another round of tight wage and 
Price “controls. Instead, it proposes governments and private 
Clewzens attempt to reach an inflation target in the 4 to 6) oer 


cent range. 


As part of this policy, the Review says federal and provincial 
governments should develop a system of monitoring wage and price 
increases. In addition, there should be discussion between 
representatives of industry, labour and government and the rigne 
to intervene when the inflation target is threatened. 


Other recommendations to increase growth include reforming 
government regulation and encouraging competition as well as 
raising savings levels for registered pension plans and registered 
retirements savings plans. In the long term, higher domestic 
Savings levels could reduce the need for foreign investment in 


Enas country. 


On trade, the Council says the government should support efforts 
to develop a code of behaviour on non-tariff barriers within the 
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General Agreement of Tariffs and Trade. Protectionism is harmful 
and Canada shares with other countries responsibility for erecting 
non-tariff barriers, says the Annual Review. 


The Council also supports federal proposals for exploring free 
trade with the U.S. in certain economic sectors. It notes that 
recommendations by an auto industry task force for Canadian 
content rules for cars sold in Canada could undermine the benefits 
of free trade if applied to many countries. Ottawa should explore 
ways of stimulating auto production without turning to such trade 
parriers, the Council Says. 


For more information, contact: 
Robert Douglas (613) 993-1894 
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PRESERVE UNIVERSAL MEDICARE, THE COUNCIL SAYS 


OTTAWA -- The Economic Council of Canada warned today against 
undermining universal medicare and urged new steps to help low- 
income tenants, Single-parent families and women with inadequate 
pension rights. 


While governments must attempt to contain health costs, they 
Should also keep a Sharp eye on extra-billing and hospital user 
Tees, says the Council in its Twentieth Annual Review of the 
economy. 


The Council judged that these practices are not a major concern 
now but they could eventually destroy good standards of medical 


care. 


Extra-billing by doctors above medicare payments is widespread 
in Ontario, Alberta, and Nova Scotia, the Council Says, and other 


provinces also permit the practice. 


On other social issues, the Council report recommends shelter 
allowances to deal with low-income housing problems, new ways for 


women to expand and improve pension rights, and a child tax credit 
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plan to reduce the number of children in poverty and increase the 
incomes of poor families. 


In many ways, Canadians are better off than ever before, the 
Annual Review says, but a major recession and broad social changes 


Since the Council was formed 20 years ago have revealed many unmet 
needs. 


These social changes include a growing number of people on 
welfare, more women in the workforce, more single-parent families, 
and an aging population. 


The gradual aging of the population threatens to add to health 
costs at a time when provincial governments are already troubled 
about current spending on medical care. Governments should ify tO 
limit cost increases through more preventive care, expansion of 
paramedic services, and such programs as home care and community 
clinics, the Annual Review says. 


But the Council says it does not endorse "provincialjanitiataves 
that would have the effect of transferring to the sick and the 
aged what are now public expenditure commitments." Most provinces 
allow extra billing and some charge monthly family premiums or 
impose daily hospital user fees. 


On the other hand, extra billing adds only about 4 per cent to 
average provincial health care costs. And the Canada Health Act 
is not being violated as long as patients are free to choose 
between doctors in medicare and those who have opted out. 


The danger is that extra billing could expand and make it tough 
for patients to get medical care fully paid for under the public 
health insurance system, the Council says. 


To cope with this, the Council recommends provincial governments 
collect and publish information on extra billing. In some 
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communities, people can only get service from doctors who extra 
bill. Hospital user fees should be curbed. 


As for women in the workforce, there are some positive signs. 
For example, their share of employed workers has grown to more 
than 40 per cent from about 20 per cent 30 years ago. Many 
younger women have entered professions requiring advanced 
education. But women still face problems in earnings, pensions, 
Skill training and obtaining certain kinds of jobs. 


The gap in earnings between men and women has narrowed only 
moacerately and “there “is still @ substantial clustering of women 
in the lowest-paid occupations." 


The number of single-parent families has greatly increased in 
recent years. Now, one out of six families with children is 
headed by one parent only - usually a woman. 


These households are often poor, often depending on inadequate 
welfare and low pay. Native women fare even worse - their incomes 
are lower, on average, and the number of single-parent families 


greater than non-natives. 


Another problem is the plight of elderly women over 65. More 
than two-thirds of women over 70 are poor. 


To help poorer and single-parent families, the Council 
recommends the government replace the income tax deductions for 
children by increases in the child tax credit which is now payable 
primarily to the mother. Under the present system, the tax 
deduction for children mainly rewards wealthier people and does 


not offer much help to poorer families. 


The Council also proposes the welfare and tax systems should be 
tied in better with income from work, payroll deductions and other 
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job expenses, The aim would be to help people combine work with 
welfare or take jobs instead of welfare. 


Provincial education departments should use courses, student=- 
counselling services, and adult training programs to encourage 
more women to gain skills in traditionally male occupations, says 
the Annual Review. These male occupations are often better-paid 
than traditionally female jobs. 


Another proposal is that governments attempt to expand pension 
rights for women, This applies particularly to women who have 
remained at home a long time to look after their families. 


On low-income housing, the Council Says: "Whatever the merits 
of the Canada Mortgage and Housing Corporation's present social 
housing programs on _ other grounds, they are not an adequate 
vehicle of assistance for those experiencing genuine housing 
need." 


Many people who are not in the low-income bracket are housed in 
projects subsidized by CMHC, One reason for the current system 
was to encourage a good mix of low- and middle-income families. 
However, the Council says the proportion of medium-income families 
benefitting from the program is too high. 


So the Annual Review calls on provincial and federal governments 
to consider using shelter alowances as the prime way to meet the 
housing needs of poorer’ families. For example, low-income 
households could get cash payments depending on rent paid, family 
Size and income. 


Shelter allowances are already available from some provincial 


and municipal governments. 


For more information, contact: 
Robert Douglas (613) 993-1894 
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JCB VOUCHER SYSTEM 


OTTAWA -- Policymakers should consider adding a new twist to the 
unemployment insurance system - a job voucher plan that would 
allow unemployed workers to virtually buy jobs from employers, 
says the Economic Council of Canada. 


The Council says in its Twentieth Annual Review released today 
that government, industry and labour representatives should Study 
the idea of meshing unemployment insurance. and job creation 
Programs through a job voucher system. Workers could build up job 
entitlements along with unemployment insurance Rie It: Sic Firms 
hiring workers with vouchers would get public subsidies. 


Ottawa should also look at adapting the voucher system to skill 
Pe-traipings the. Council report says. For example, workers who 
had contributed to unemployment insurance for a long time might 
get priority for extensive re-training for technical occupations 


and trades. 


These proposals have their drawbacks, the Annual Review 
acknowledges, but so do all job creation programs. The Council 


questions a system under which the federal government provides 
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close to $12 billion a year to support bob milbion idlésGanad pans 


while supplying only $1 billion to create jobs for a much smaller 
number. 


ounem. all. the sums have been tallied," says the Council, 
“putting people back to work or usefully upgrading their skills 


Will be hess costly than continuing to support idle resources." 


DNSSL 8 JOD « Creation.» recommendations. are, party of) .a+«Council 
discussion of unemployment and welfare problems. The Annual 
Review also touches on other issues such as women in the 
workforce, medicare, low-income housing and the general economic 
outlook for the next five years. 


Pressure on the welfare system is rising because of the recent 
jump in unemployment. If unemployment remains above 10 per cent 
for the next five years as the Council expects, a growing number 
of people will turn to welfare when their unemployment benefits 


Gin Oust. 


Along with the sharp climb in the jobless rate over the last 
year or so, the average length of unemployment has increased. 
Combined with the increase in high wage-earners losing jobs, this 
has boosted unemployment costs. 


To bring these costs under control and reduce human misery, 
employment must rise. So job creation is a major theme of the 


Annual Review. 


Assuming no change in policy, the Council expects unemployment 
rates will remain in double digits for some years. If trends are 


better than expected, the rate may be lower. 


But the Council has set an even more ambitious unemployment goal 
of 6-8 per cent as part of a new set of targets. A major etTert 
could bring this target in reach. 
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With current institutions and trends, the Council estimates the 
unemployment rate can be reduced to around 7 per cent in the 
(aGwioterm without. igniting inflation again. That is 
substantially higher than the 1960s but about 1 percentage point 
below the average level in the second half of the 1970s. 


As one of a package of economic targets for the next five years, 
the Council is recommending Canadians aim to reduce the jobless 


rate to 6-8 per cent which is well below expected levels if there 
iseuos Canoe. VH. 001 Cy. 


The Council report says some people have misgivings about the 
effectiveness of past federal job creation programs. Some are 
unattractive to small businessmen who can expand their workforces 
quickly. 


A tax incentive system, for example, doesn't necessarily help a 
ion Whien pays little’ or no income tax. Many earlier programs 
burdened small and medium-sized businesses with too many 
administration headaches. 


A job voucher system might be of more immediate help to small 
businesses and other employers, the Council suggests. A firm 
hiring someone drawing unemployment insurance benefits could 
recover part of the wage costs from the federal government right 
away. These vouchers - good for a set period of time - would also 


cut the employer's hiring costs. 


Unemployed workers might also use vouchers to get retraining, 
the Annual Review says. Such a program would primarily benefit 
experienced workers so it would have to be combined with skill 
training courses for younger persons. Vouchers might also be used 
for job training and job creation for new entrants in the labour 
force. 
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So the Council recommends the federal government and industry 
and labour representatives look at the idea of integrating the 
unemployment insurance system with job creation and training 
programs as well as examining the feasibility of a job voucher 
proposal. 


An international comparison of unemployment insurance and 
welfare systems in 1979 showed Canada did reasonably well in 
providing universal coverage through unemployment insurance and 
needs-tested social assistance. But there were shortcomings in 
the amount of help the Canadian system provided. By international 
standards, Canadian benefits were low for some families, the 
Annual Review said. 


The Council notes that some people face particularly precarious 
choices. For example, women who are the sole support of their 
families and have to look after their children may have to take 
part-time work or jobs with poor security and low benefits. Often 
they get less money than they would if they relied entirely on 


welfare. 


The tax system, payroll deductions and loss of welfare benefits 
discourage people on welfare from trying to increase their income 


by combining welfare payments with wages. 


Since the working poor get little help from the Canada 
eee onc me Plaiann the (CounGhk, urges federal and provincial 
governments to overhaul the plan to make sure welfare recipients 
don't lose out financially when they take full- or part-time jobs. 
They should also consider introducing special programs that would 
ease the transition from welfare to work, an idea already adopted 


in some provinces. 


For more information, contact: 
Robert Dougals (613) 993-1894 
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A NEW TOOL FOR MEASURING PRODUCTIVITY 
OTTAWA -- A new tool for measuring productivity has unearthed 


| 
| 


fresh insight which may help policymakers find new ways to improve 
Canada's recent dismal performance. 


The measurement method, developed by Economic Council re- 
searchers Harry Postner and Lesle Wesa, singles out three indus- 
tries where technological advance could boost productivity in the 
economy aS a_ whole. These are communications, services to 
business, and finance, insurance and real estate. 


This gives policymakers more options in trying to restore stable 
productivity growth. There has been virtually no increase in 


productivity in the last 10 years, a slump which slows the rise in 


the standard of living of Canadians. 


In a study released today, Postner and Wesa recommend Statistics 
Canada use this new measurement system to produce another set of 


productivity figures at regular intervals. 


THe study.4ds part.-of continuing, -work:<at the Economics Councids on 
productivity. The Council published in June a major report on 


H. H. Postner and L. Wesa, Canadian Productivity Growth: An 
Alternative (Input-Output) Analysis. Ottawa: Supply and Services 
Bamada, Cat. No. EC22-115/1983E. Price in Canada: $6.95; other 


countries: $8.35. 
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technology and productivity called The Bottom Line and will 
release another report on growth and productivity next year. 


Postner and Wesa say their method requires a radical change in 
thinking about productivity and has a number of advantages over 
the traditional approach. ty looks. at productivinyeat the indus 
try level in greater detail than before and includes the impact of 
trade and the contributions of other industries. 


Their procedure involves a change in outlook because economists 
usually think of productivity as the output of a particular indus- 
try -- a production-oriented approach. But Postner and Wesa say 
the aim of raising productivity should be to provide more goods to 


consumers. 9So final consumption should be stressed. 


This alternative approach is more flexible, the researchers Say. 
That's because policymakers can concentrate on increasing produc- 
tivity in industries which have a key impact on the final consumer 
pachwer than attempting to’ spread their efforts -across.all~ indus~ 
ortes, 


The usual way of measuring productivity is output per person 
employed. It is calculated by dividing gross domestic product by 
employment. 


While at is easy to use, this method has disadvantages, particu- 
beriygat the industry level. It <does not includes conti but rons 
from outside a particular industry such as raw materials, energy 
and contracted-out services. And it also neglects some elements 


within the industry itself such as equipment. 


But these aspects are included in the system developed by 
Postner and Wesa. The influence of international trade is also 
added in. 
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In figuring out productivity levels, the two researchers count 
all the contributions to the final product. For example, rubber, 
Seeevyep lastbicss/ electrical products, and business services al] 
help create an automobile. 


The results produced by the two measurement systems ecanr dif fer 
Sharply at the industry level. The swings up and down in growth 
rates are often greater with the traditional method than with the 
Postner-Wesa procedure because the older approach does not include 
contributions from other industries. 


In the transportation equipment and forestry industries, for 
example, the fluctuations were much greater under the conventional 
approach than they were under the Postner-Wesa method. 


But there is less difference when you look at the economy as a 
whole. In fact, the average growth rates were exactly the same 
under both systems in the 1961-66 and 1966-71 DerVOdS. 9 Bib. Vieire 
years 1971-76, productivity growth dropped faster under the older 


procedure than under the new system. 


The new tools show that the slowdown in DrOoduUCcTTIVItY growth. ih 
1973-78 was mainly centred in the mining industries, petroleum and 
COel; Construction, and transportation and storage. 


It also reveals that the agriculture and transportation and 
storage industries played a key role in improving productivity 
throughout the economy in the 1960s. Major technological changes 
in these industries had a broad impact on the economy because 
agriculture and transportation and storage were linked to many 


other industries. 


But now the communications, services to business, and finance, 
insurance and real estate industries appear poised to take their 
place, the authors say. They suggest policymakers should be alert 


to their potential in improving productivity. 
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Postner and Wesa also say their findings demonstrate for the 
first time that domestic research and development contributes to 
improved productivity -- in an indirect Way. Innovations in one 


industry lead to improvements which help another industry. 


Pietra Caution that a lot of gaps remain in the research and 
Ceverupment Statistics. They Suggest Statistics Canada set out to 
fill these holes. 


Me Tindings of this study are the personal responsibility of 
Pieeautnors “and, 9as such, have not been “endonsed by the 
Members of the Economic Council of Canada. . 


For more information, contact: 
Robert Douglas (613) 993-1894 
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Economic Council Conseil économique 
oN of Canada du Canada 

P.O. Box 527 C.P. 527 

Ottawa, Ontario Ottawa (Ontario) 
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BETTER SUBSIDIES WOULD IMPROVE LIVING STANDARDS) 
OTTAWA -- Government subsidies to homeowners, exporters and 


others could be reshaped to give a slight boost to the economy 
and Canadian living standards, says Sylvester Damus, an Economic 


Council researcher, 


Damus said in a study released today that converting loan 
Subsidies to production subsidies might have yielded a gain to the 
economy of $92 million in 1977. A production Subsidy is different 
from a low-interest loan in that it is a direct payment to 
producers to help them market their products. 


The study, entitled Government Loan Subsidies, looks at the 
effect of government-subsidized loans on production and prices and 
on the use of labour and capital. And it tests the influence of 
Subsidies on the housing, farming, export, manufacturing and other 


business sectors. 


Using two different economic models, the author came to the same 
general conclusions, although there were some differences in 


detail. 


S. Damus, Government Loan Subsidies. Ottawa: Supply and Services 


Canada (Cat. No. FC22-116/1984E; $5.95 in Canada and $7.15 


elsewhere). 
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The overall effect of loan subsidies on PFOdCUETI ON, prices. 
labour and capital is minimal, the Damus study shows. 


As for manufactured exports, subsidies of $141.3 million in 1977 
Succeeded in increasing them by only $276 million. When repercus- 
sions on imports and the influence on the Canadian dollar are 
included, the overall benefits of export subsidies are reduced 
even further. In fact, the author said other recent policy 
measures had a greater impact on exports of manufactured goods 
than export loan subsidies. 


Export subsidies have little effect on the overall balance of 
payments and reduce corporate profits over the long run. 


"Results of this nature raise doubts about the usefulness of 
export subsidies to stimulate and strengthen Canadian industry," 


Damus Said. 


There would have to be major changes to the tax and subsidy 
System to raise manufacturing production, the author said. The 
demand for manufactured products depends on the tax treatment of 


all industries. 


Better alternatives to loan subsidies could be developed for 
manufacturing but realistic improvements require changes in a 


number of tax and subsidy policies at the same time. 


Financial subsidies generally reduce living standards, the 
author said, but subsidies to housing are an exception. They 
seem to help offset the effect of property taxes. 


Home loan subsidies help increase housing starts, but shelter 
allowances would have a greater effect because they would reduce 


housing expenses more directly. 
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Production subsidies can be used to replace loan subsidies in 
certain circumstances and produce some improvements, the author 
said. But they cannot be applied with the same success in all 
sectors of the economy. 


The findings of this study are the personal respon- 
Sibility of the author and, as such, have not been 


endorsed by the Members of the Economic Council 
of Canada. 


For more information, contact: 
Robert Douglas (613) 993-1894 
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“MARRIAGE CUSTOMS BLOCK 
WOMEN IN WORK FORCE 


OTTAWA -- Marriage traditions have hampered women from doing as well 
as men in the work force, says widely-known economist Albert 
Breton. 


Breton said in a study released today by the Economic Council of 
Canada that traditional marriages (where the male proposes) and 
; old fashioned marriages arranged by parents have placed women at a 
disadvantage in the working world. 


New-style marriages, where men and women are on a more equal 
footing, offer hope that women can narrow the gap in the labour 
force, he said. 


To encourage this, the author suggested that husbands and wives 
get equal rights to "birthing leave" -- paternity or maternity 
leave. In that way, parents could decide whether the man or the 
woman will stay home to care for the infant. 


Other steps should include greater support for day-care facilities 
and part-time jobs for both sexes. 


A. Breton, Marriage, Population, and the Labour Force ee ee 
of Women. ttawa: Supply and Services Canada ats - 
117/1984E; $4.95 in Canada and $5.95 elsewhere). 
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Breton's study sets out to broaden the scope of traditional 
economic research into job and earnings differences between men and 
women. He said discrimination is not the only factor in these 
differences -- marriage also has a significant role. 


The author is a University of Toronto professor and a member of 
the Macdonald Royal Commission on Canada's economic prospects. 


Looking at marriage from an economic viewpoint, Breton said men 
and women enter the "marriage market" expecting certain benefits or 
services which include sex, children and security. 


Unplanned births and large numbers of children helped tie women to 
the house in the past. Birth control methods were inefficient. 
Parents could not decide, with certainty, when and how many children 
they would have. 


The need for economic security could also be a restriction on 
women working outside the home. That was especially true when 
security depended partly on women having many children who could 
learn a variety of skills to help care for the family. 


At one time, parents depended on their children for economic 
security in old age. So they arranged marriages for their daughters 
to gain this benefit. This system helped determine the skills women 
learned. 


But the modern state and the big corporation have taken over this 
Security role. And marriage patterns have changed as well. 


The dominant marriage style became what Breton calls the 
“traditional marriage" where men proposed and women only accepted or 
rejected. Security was no longer a major factor but sex and 
Children were. Divorce costs were high, saving men the expense of 
finding another wife. Birth control was still inadequate. 
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But in recent years, contraceptive methods have become effective. 
And a new type of marriage has emerged, although the traditional 
Style still dominates, Breton said. Women are now able to control 
the size and timing of their families to suit themselves. In these 
“modern marriages", women can make proposals as well as accept or 
reject them. 


These marriages and better birth control techniques "make it 
possible for women to participate in the labour market on the same 
terms and conditions as men," the author said. But women still face 
some constraints. 


He makes a case for a growing state role in expanding day care and 
paternity leave. Maternity leave alone can work against women in 
the labour force because it lowers the demand for their employment, 
Breton said. 


The findings of this study are the personal 
responsibility of the author and, as such, 


have not been endorsed by the Members of the 
Economic Council of Canada. 


For more information, contact: 
Robert Douglas (613) 993-1894 
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EXPORT AID COST CANADA $1 TO $2 BILLION IN DECADE 
OTTAWA -- The cost to the economy of subsidies by the federal export 


aid agency was an estimated $1 billion to $2 billion in the 1 9706S 
pays’ anew study. 


) Tne study, carried out for the Economic Council of Canada, 
concludes this cost was the price tag for spending funds on Export 
Development Corporation programs rather than using the money 
elsewhere in the 1970-80 period. 


iWe gains to society must at least equal these costs if the export 
Bime program is to be judged socially «beneficial; Says the study 
released today. These benefits are difficult to measure and the 
authors did not attempt the task in this project. 


But they do raise doubts about whether the current EDC program is 
ne best way to boost exports. They suggest trade liberalization 


would be a more efficient way to stimulate exports. 


The authors are Andre Raynauld, former Council chairman and now a 
University of Montreal professor, and two colleagues at the 


university, Jean-Marie Dufour and Daniel Racette. 


rt ee 


A. Raynauld, J.-M. Dufour, and D. Racette, Government Assistance to 


Export cieenelng. Ottawa: Supply and Services Canada (Cat. No. 


EC22-114/1984E; $7.95 in Canada and $9.55 elsewhere). 
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Raynauld and his co-authors set out to see whether the Export 
Development Corporation objectives make good sense and to determine 
the economic and social costs of the EDC Subsidy efforts. 


aneir conclusion: 


“In general terms, our judgment is that the EDC performs the tasks 
that it is assigned by government very well, but we question whether 
these tasks and the methods used for carrying them out are 
appropriate." 


Government reasons for export aid include promoting exports, 
diversifying trade, encouraging sales of processed goods and some 
services, supplementing the private sector, and matching foreign 
export aid programs. 


porerenviy,” EVC Toans,” credits ’and> insurance Support only about 
eeeper per cent of the $85 billion a year th Canadian exports, 
However, about 70 per cent of Canadian trade is with the United 


States where EDC financing is less important. 


Weighing the overall economic impact of EDC aid in the 1970s, the 
researchers state the rate of return on corporation programs came 


close to equalling the government's cost of borrowing funds. 


But they go on to paint a more complete picture by focusing on the 
COSt to Canada of using money for export aid rather than in other 
areas of the economy. They conclude that the average annual cost to 
the economy ranged between $92 million and $200 million between 1970 
and 1980. 


Looking at the reasons for export aid in more detail, the Raynauld 


Study finds flaws in some of the thinking. 
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Fore sexampise, the “study says the government goal of increasing 
exports is too general. Export subsidies may create jobs but funds 
for these subsidies are taken from other sectors of the economy 
which also produce employment. 


The EDC programs do help diversify trade, one of the corpora- 
mons sgo@ls; but tt is hard to rtell how much this benefits the 
country as a whole, they say. 


POeePRerIse “impact of Specific subsidies is ‘also Cit beta eo 
estimate. Trade liberalization, the study says, would be more 
efficient than subsidies in encouraging exports. 


Raynauld and his co-authors recommend the government tie export 
ae LO 6 6hbeneTits for “Canada, much as the Foreign Investment Review 
Agency demands evidence that foreign investment in this country will 
Dring additional benefits to Canadians. 


They also urge a greater private role in export financing, a 
position also taken by the Council in its major report on government 


lending, Intervention and Flr lcrency, released in ate loor. 


The findings of this study are the personal 
responsibility of the authors and, as such, 


have not been endorsed by the Members of the 
Economic Council of Canada. 


For more information, contact: 


Robert Douglas (613) 993-1894 
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QUEBEC -- The financial woes of small business are often blamed on 
problems in getting loans. 


But economists Jean-Marie Gagnon of Laval University and Benoit 
Papillon, a former Economic Council of Canada researcher, have found 
there is no loan shortage for small and medium-sized firms. 


In fact, the problem seems to be an overdose of lending, say Gagnon 
and Papillon in a study prepared for the Economic Council. 


The study, released here today, says that small and medium-sized 
companies have a higher debt load compared to assets than larger 
-firms. A high debt-to-assets ratio is financially risky. 


There are other signs of financial ill-health uncovered in a study 
Of company financial statements by the two researchers. As well as 
debt-to-assets ratios, they examined rates of return and the burden 
of short-term debt. 


Jean-Marie Gagnon and Benoit Papillon, Financial Risk, Rate of Return 
Of Canadian Firms, and Implicatins for Government Intervention. ; 
Ottawa: Supply and Services Canada (Cat. No. EC22-118/1984E; $8,95 in 
Canada and $10.75 in other countries). 
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The research study broke new ground because it looked at the 
financial strength of small and medium-sized firms at the company and 
industry level rather than on an economy-wide basis. 


They used financial data collected by Statistics Canada on 14,870 
firms. They broke this down into 23 industry groups, 10 roughly 
similar regions across the country, and six classes of firms ranging 
in size from less than $250,000 in total assets in the lowest group 
to more than $25 million in the highest. 


Their aim was to find out whether there are weaknesses in capital 
markets and, if so, whether a strong government lending role is 
required. They also wanted to determine in what ways small 
businesses are different from larger corporations in their financial 
makeup. 


Interestingly, they found no connection between region and the debt 
problems of firms. There is no evidence that the location of a 
company had an effect on its financial well-being, once other 
factors, such as company size and type of industry, are taken into 
account. 


Along with higher debt burdens, smaller companies are more likely 
to have extremely high profits or losses than larger firms, say 
Gagnon and Papillon. So they appear riskier financially even though 
the vast majority of small companies have fairly stable rates of 
return. 


The higher proportion of debt -- or loans -- indicates small 
Companies have no trouble borrowing money. However, smaller 
companies have more difficulty getting equity financing. 


Because of this, the researchers say there is apparently no need 
for current federal and provincial loan programs and lending 


misty tutions. 
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They say current government programs are not economically efficient 
and actually help smaller firms to increase debt rather than equity. 
This remains generally true although some efforts have been made by 
governments to bolster the equity base of small firms. 


To improve the financial picture for small and medium-sized 
companies, Papillon and Gagnon suggest such steps as better 
investment incentives and removal of barriers to new bidders entering 
the market for new stock issues. 


The findings of this study are the personal 
responsibility of the authors and, as such, 

have not been endorsed by the Members of the 
Economic Council of Canada. 


For more information, contact: 
R. Douglas (613) 993-1894 
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DEBT PROBLEM OF bo re WORSENING 
QUEBEC -- The heavy debt problem of small businesses has risen 


sharply in recent years and has Spread to medium-sized firms, says 


Patrick Robert, director of the Economic Counce lof’ Canaaa. 


Robert said here today that almost one in every five small 
independent companies in the primary and secondary sectors had 
more debts than assets in 1981, up from a bit more than one in 10 
firms in 1977. The proportion of medium-sized companies with very 


high debt loads also rose in this period. 


On the occasion of the release of a new research study by econo- 
mists Jean-Marie Gagnon and Benoit Papillon, Robert recalled some 


of the major findings of the Council's 1982 report Intervention 


andsEfficiency. 


He noted that, based on data from the mid-1970s, this report 
brought to light the large debt burden shouldered by small 
business. On that basis, the Council recommended that governments 


modify» their © business’ " assistance’ policies’ ‘to Ffacilytate” "the 
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strengthening of the equity base of Canadian firms, particularly 


small and medium-sized businesses. 


An update of the report's findings prepared by Council staff, 
Shows that the financial health of businesses has worsened in the 
1977-81 period. The Council figures include a regional breakdown 


as well as national figures. 


The proportion of medium-sized independent corporations with 
more debts than assets was not nearly as high as for small firms 
-- just over 4 per cent in 1981, the last year for which figures 


are available. 


But 27 per cent of these medium-sized enterprises had debt loads 
amounting to more than 7/7 per cent of assets, a very high rate. 
That was a big jump from about 16 per cent of these companies in 


L947. 


A major reason for the deteriorating health of businesses was 
the tendency toward more short-term loans in the 1977-81 period. 
Blovl ttowths high «inflation: and risinghintenest! ratesse were, aia 


contrabutingefactors. 


The average debt load of medium-sized firms increased relatively 
more than that of small firms in the 1977-81 period. So they have 
now joined small companies in carrying a much higher debt burden 


than larger corporations. 
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The data also show that independent firms carry more debt 
proportionately than subsidiaries of foreign companies or compa- 
nies belonging to a conglomerate. That's because subsidiaries can 


get money from parent corporations. 


The percentage of independent firms with large debt increased 
dramatically in this five-year period in all size categories and 
in all regions (Table 2). Smaller firms remain in much worse 


shape than larger enterprises. 


Debt levels appear higher for companies in the service industry 
than those in the primary and secondary sectors (Table 3 shows 


data for all independent firms). 


The interest coverage ratio, which shows the capacity of firms 
to assume their debt, increases with the size of firms (Table 4). 
That confirms that smaller companies have more trouble meeting 


their debt obligations. 


hortial Irsizesmiofo firms, the ratio rose between 1947 arndiel 97 Oters 
profitability increased. It declined between 1979 and 1981 as 
interest rates climbed and profitability dropped. Council figures 
show that the national pattern held for each region as well 


(Tables 4M, 40, 40, 4P and 4B). 


Throughout this period -- and in all regions -- there was a 


greater swing in profits among smaller companies than among larger 
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ones. Relatively more small firms than large corporations had 


losses and extremely high profits (Tables 5M, 5Q, 50, 5P and 5B.) 


Robert said that Council staff prepared information on the 
Atlantic provinces, Quebec, Ontario, the Prairie provinces and 


bY eash GOlUNDIa. 


But care should be taken not to compare regions, he said, 
because differences may be more apparent than real. Furthermore 
the differences, if any, are largely due to the different indus- 


tries in each region. 


The general picture in each region is that small and medium- 
sized firms struggle with a heavier debt burden than larger 


enterprises. 


Robert noted that detailed balance sheet data are not available 
beyond 1981. However figures for large corporations show a 
continued deterioration of their financial health until mid-1983 
and the recovery had in some cases been rather slow. The update 
thus confirms the diagnosis made in Intervention and Efficiency 
and reinforces the Council's recommendations. 


ror imore information, contact: 
Robert Douglas (613) 993-1894 
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Selected Indicators of Business Financial Situation (1977-81 ) 
eee ee eS FPN aANC lel SNCS COM eae 


The following tables are drawn from an update prepared by the 


research staff of the Council under the direction of André Ryba, 


of- intormation presented in Chapter 3 of the Council's report 


Intervention and Efficiency. 


~*~ 4 


ee : ; rt ie wi 
vee re _- ee ere , — . ti etiliia a is , . ‘ 
_ ‘ is i Pain i . - a has oo) 
: ® i 


_ 
i ‘ 
ree (a 


7 


6. abe os ; 
3 ons, 9: eae A 
1+ s) 7. : 

css dn 

ottt3 ba 


adi sybnk 10 BP fo fs sabeg 300 
troqet 2 “itonwed and. hae g Peta nt 


Jesse 02 AGep Jo oTRzeIA 


9°02 
C2164 
Ot 


ST ON 
e 
NO SS 


LEDC 
ti 
Sage 


2 YqTM 


ma 


*epeued JO TIoOUNOD OTWOUODY 


Cr Ec 
yee 
ae 3 


~ © OV 
e 
Ss) 


e 


peued 


Orte 
E- G¢ 
vy te 


Le Of 
a. Ce 
Locke 


eo0ia1nosg 


T86l 
OR6T 
LLel 


“queso zed ££ ueyq 1rz9eqVeerHh 
suotjzez0dio05 juepuedeput jo eHeqjueorsed °Z 


aa 
L-9 
cS 


B° LT 
cr Pd. 
Le Lt 


T86l 
O86l 
LL6l 


‘azts qesse Aq (Aqtnbe satyzeheu) 


qesse ueud Agep ezoW YATM SuOT}eIA0dI09 YuepusedepuTt Jo sehHhequsdisd “T 


a a a a A EA a a SS A A a A ee 


: hes 
"2 
yr 
666 
STOW AO 
000 000 Szs _ 000 


666 CS 
O47 
000 OTS 


666 666 6S 
on 
000 000 S$ 


666 666 7S 
OF 
000 000 TS 


sjessyv 


000 666S 
OF 
000 0SZ@s 


000 OSZ2sS 


ueyy 
SSOT 


ec i A 


Kaesy e& UAIM 


sqesse jo ezts Aq ‘peoTt 3aqep 
sz0jz00s Azepuooses pue Azewtad syA ut suotzexz0dz059 Auepusedspul 


T eTgel 


ese. 209, 000 ote 000 000 22 000 a00 12. 000 ozez2 ezeol 
ar o2 o? : nara 
eee “eee yse eee cet ee eee eee 22 000 eee? 000 Sese — = 


oe 6 var | ae me : , 7 


A 


e. 
= 


i 


} tot esiom djiw eneistsrogro> insdmegeboi io spéasnesisq..f 
-8bhsana> -sste 3ee¢e58 yc (ysfupe svijspen) 


.£ Tea £.2 £44 SVeL 
aS. a. c.3 S$. $I os8el 
ee | o.5 2.2 es Pa [eel 


 #4eb 2¢ 61362 6 Wdis ZncisszoOqi02 4nebnsqebni 20 éusinedted «$s 


a -Ineo 36g vv asa? TsI587p 


0,£f t.ef #.8f . &.18 LeTs Trvel 
-€.ef Ee @Eo $.1S E.¢s ee OBeL 
5-05 T.88 S-&s  O.éS I. ot [ser 


s G 


een 


£56089 to [ionvoD simono=3 so3u02 


epeued Fo [Ttounop OTWOUODY eoianos 


Lee v° sl Loge e/u 2 eae v° Bt T86l 
Maat 3 | e/u aa A Gan © 3 OF 9c Lae LL6él 


eTquNTOD ust ytaqd 


oS £1 oe be Cove. S Le t"-92 Crs T86l 
OL 9° 6 Ye Le Oe. SG 6° 82 LL6I 
Setatead 

COs 6: Et path” 3 A yr St Sma Aro 0° SE T86l 
Sat Me E SOG 6°>SC cs a a 6° 8T Oe LEGT 
OTie UO 

Sie 8°02 6° SZC Cir rao | 6. 9¢ T86l 
0 aa Cave Castat oes MS Set GOLe LEG 
S.eqend 

[Pere e/u ee RD 74 6; OF Le Le T86l 
8° Oc e/u QUE oan ove Biee {8c LL61 
SOUT IIAeW 

Vv’? 9° 02 ERIC Catt 5 et Ss | Hat T86l 
aS OET ty a4 v° ol gam tre y Rad LLol 
epeue) 


666 666 ZS 666 666 6S 666 666 7S 000 666S 000 0S¢S 
@IO0W AO O03 oO} 03 (oon! ueuy 


000 000 Sts 000 000 OTS 000 000 Ss 000 000 Ts 000 O0SZ2s SsseT 


sqossW 


"azts qyesse Aq ‘quedo zed LL ueyy AaQZeeTH Yasse OF AGap JO OTReEA e& YIM 
Sz0}300es Azepuodses pue Azewtad ayy ut suotzes0d109 Auepuedseput jo sehejusedizsd 


Z eTqeL 


lee aa 2. 


; > ar 1ebtieks : Lo ; 
2 3sIs97y : : a 3% 2 ie 2’ @ 3 
: a —_ : 7 Met: ia Teo a 
_ | : 2 7 ass22A- —_ 
‘= -_ ~ ies Ma = 


a ee) _ 


2 00 D000 012 ol 50 Lewy 22. 000 000 f2_ “900 Ocse easel 
o3 ov fens ~ 


thiol eee Bee eee eee kd uaet eee Be 000 eeee G00 Behe : 


zomiti3sM 

B\t - a aS 3 € E.£8 £. 88 wrer 

s\n a.85 [as @.0£ te reer 
| secdeup 7 

“Sea sii v. al 2.01 * @.£8 TVyel 

8.06 2.26 ©. 85 T.ef = @. 8S reer 

ees, oras3no a 

6.05 2.25 8.ef @.8f 0.8s grey 

e. £1 {.ai bg! &. ES 0.2é reel 

i 7 - asizisxd 

a.e b. 05 £. OS 2.65 eves cres 

8.16 S.8f SSE los SL BE {ser 


stdmufoD d2izinag 


ee 9t— a NE 


s\n. a. If {. 1 0. 38 T.2e TTeL 
2. oI £.bS s\n @.a¢ h. SE Pee, 


666269 to [fonrvod vimonoosg so2tuv0e 


666 666 CS 
s10uWw pue oO 


000 000 Szcs 000 000 OTS 


-epeued JO TToOUNOD OTWOUODDA sd1Nno0sS 
: an oe 
ueyuy 

azo jeeifh 
Ce 6° CE LE 9c tLe Fyesse/iqedqd 

Ajytnbe 
av LS £* 9 aT a SAT IeEHEN 

666 666 6S 666 666 7S 000 666S 9000 0SZ2S 

‘on O3 oO} ueyy 

000 000 Ss 000 000 TS 000 OSZsS SSoT 


20S SV 


“I861l ~epeued ‘ezts jesse Aq ‘quedo aed LL ueyA azejeeiHh oT}zeA YOeSse OF YQeEp 
e uqyTM pue Aqtnbse satyehseu yATM suoTReAOdA0D AuepuedsepuTt [Te Jo ehbejusedisd 


€ eTqed 


a 9 ; 
i = ri 
ps wet osmaly ante 
ih ante Ast Oe 


@00 000 & oCO0 000 fe ovo oese gapl = 


ot - ~ ~ o2 = * “2 oJ naat 7 hen 
eee eee ese eee eee 62 efe eee 82 ODD BFLZ OOG OeSe = 
= Ae 
t , eee JT.8 | i.e €.? €.Vi evisspan : 


ESE ; $.8E @.s& ; ve oy i. 


.50808s) 30 Lionyo> ofmoneo”d so1wo0e 


*epeuey jfO [TTOUNOD IDTWOU0D| 8s0iInNn0S 


S “sy: ome eS Bee Ligh 2 T°? T86l 
8°9 Cas 9° [ og 9° ee O86l 
Lae G°9 B°S v°S v°s GG 6L61 
CWE oO“ LS L°S v°s ae |: 8L6T 
Gg°9 0°9 T°S 6°? 6° Ere LLot 
666 666 P72S 666 666 6S 666 666 7S 666 6668S 
A2eAo pue ol O34 foo 03 000 6PZS$ 
000 000 ses 000 000 OTS 000 000 SS_ 000 O00 TS 000 O0ScsS UPYA SSeT 
sjoessyv 


epeuey ‘azts jessy Aq uotAZeAOdAOD Jo (squewAed YseASQUT OF 4S9A79 QUT 
pue uotjetoeiadep ‘saxej exz0Feq sWOOUT JO OTReY) OTRZeEY SHeASAOD 3Se798EqUI 


bp eTqeL 


‘bas nolssioexqeb en ita omoont 2o ol468) Py a 
‘sbsns). one seeer yd noltéyogzO? Io Cesneitens pea re 


ae - 


ai = ” é 
on pA, 


ic 


ai 


1 


‘~ esee2dk 


ea 00 ase. 200 000 O12 000 tg #2 000 Geo f2 900 OcS2 nedd eeel - 
_ f9v0 bas. a? 04 od o3 poo ease 
' eee eee as2 eee eee e2 eee Oe he eee CeCe _ 


.pBbsnedD Io Lionved 


SSN —-— = 


°epeuey) sO TTOUNOD DTWOU0DDY 8s0iINn0S 


e/u 8°72 6°7Z OZ O°E vt T861 
e/u ve 6°€ 0°? i aad tea 5 O86T 
e/u 9° 6°S 9°S TAS L°S 6L61 
e/u 8°S 6°E€ 6°? 8° 7 Toe 8L6T 
e/u 6°S G°E€ 6°€ Ere 0°? PLGY 
666 666 ZS 666 666 6S 666 666 S$ 666 666$ 
A340 puUue (@)2) oO O77 OW 000 6°7ZS 


000 000 Sts 000 000 OTS 000 000 S$ 000 000 TS 000 OSt@S UeYA SSOET 


sqessy 


SOUTITAePW 4EZTS Yessy Aq uOoTReAOCdAOD Jo (squsewAed 3saz7aqUT OF YSOASB\AUT 
pue uot zetoeAdep ‘saxejz eATOFeq SWOOUT FO OTReY) OTAeY SeHheASAOCD 4sSeAS AUT 


WH PTIPL 


es ieee amps Se olasd) oftat-s 
2 deeek ya ae Taras pitt nap 


gine 
GOO 000 of2 G00 000 @2 God 096 ie 060 0262 edd eeol 


bri a, os . Ca os = 000 Sas? | 7 
© \aGe eee ase eee eee Of eRe Lee 2 eee eees _ 


ee .66n089 Fo Lianwod . _@otwo0s 


*epeueg JO [TTOUNOD OTWOUOCD| 9sd914N0Sg 


CaF ieee G°E aa S 6 oe Core T86T 
LoS tee V7 Gv ones O°? hog O8el 
G°S B°S G°? 6°? 6°97 6°97 6L6T 
Z°G 9°¢C 8° €°s 8°? OG 8L6T 
ees Tea Oscr 9°? 8° 6°€ LEG 
666 666 VCS 666 666 6S 666 666 7S 666 666S 
AsaAo pue oO o7 OF oO 000 6PZS$ 
000 000 Szs 000 000 OTS 000 000 S$ 000 000 TS 000 O0Sz~S UPYA SSseEeT 
siessy 


Seqeno ‘ezts yessy Aq uotzexr0dz0Dg jo (squewAed YserzseqUuT OF 4Se79 AUT 
pue uoTAeToeidep ‘sexej eTOJOq SWOOUT JO OTAeY) OTJeY SeHeAeAOCD 4S979 UT 


Op eTGeL 


O00 262 000 GUN Ofe 100 N00 ee 
GG9 452 000. 0up oFF 000 00 2e cee 


> » 63> © 
<8 BRO Pee bf2 €ee eee ee eee 


oj - ot. G00 @852. 


000 ig 000 252 mea eset 


> 


eee be eee eeee . > in 


-s66982 30 LionvoD simoneoS soauoR 


A 


*epeuey JO TtTOUNOD OtTwWoOUodDq 9sd0ANno0S 


657 ae 0°? eb 0°? ea T86l 
a G9 bs GS °F GG ak O86 
Gye qt S9 6°S 8°S 6°? 6L6T 
39 OSL Be 6%S Hh*S k*® 8L6T 
6S 9 G*9 G*S Q*S mr LL6l 
666 666 ZS 666 666 6S 666 666 VS 666 666S 
ASAO pue oa Oo 4 O73 fom 000 6%ZzS 
000 000 Sszs 000 000 OTS 000 000 Ss 000 000 TS 000 OSzs RY SSseT 
S}eSSV 


OTaequQ ‘aezts yessy Aq uotzeAz0dI0D Jo (squsewAed 4Yse7eqUT OF YSEeA94UT 
pue uoTjeloeidep ‘sexe eA0JFOq ewOoUT JO OTRIeY) OTAIeY SheABAOD 4S9e79RUT 


Op PTAPL 


vase et Ay 00 ae 


bd’ “Sikton’? % Orde) Bisan Ps . | 
a, an a Jo (sinemysq tesxeini of iessednd ae 


/PaoeRA 
| p00 pop 8 800 C252 nent seal 


vv x _ 7) 


rae ay 


5 


pea 


o2 « 000 e@8Se 


30 Ifonued simonona somww02 


_ gee eeee 
z 0.2 Bs tres 
se d.2 tT; Ber 
22 ge e.b ever. 
2.8 0.2 €.5 G8eL 
8.£ bb a.b reer : 
ys — Spemint x eald ta eat 


*epeuey JO TTOUNOD OTWOUODG sd1No0sg 


e/u O°? pee Cee v°? 8° L861 

e/U 9°sC 6°E€ 6°€ RS eae O86T 

2 / i L°9 0°S T°sS 0°9 6°9 6L6T 

e/u Ref Pos 6°S €°9 (ee SL6T 

e/u Oy, BOG 9° L°S ce LL61T 

a ar a en ee ee eee 

666 666 2S 666 666 6S 666 666 7S 666 666$ 
ASAO pue (@rs} (yal @)a}) Ow 000 6772S 
000 000 Sz$ 000 000 OTS 000 000 S$ 000 O00 TS 000 OSzsS UPYA SSEeT 
s z9ossyv 


aa sea 


S8TAIeig ‘ezts yessw Aq uotzez0d1z0p jo (sjueuked YsereqUT OF 4S979 RUT 
pue uoTjetseadep ‘sexe} eA0jeq ewooUuT JO OT }eY) OTIEY eberSAOD 3S979 RUT 


dy 98TGeL 


000 Oese 
a es i ae nant eesl 
bi tet a Se 2 «bee pees itaaia-kis 


es 
| _ 


*epeuej JO [TTOUNOD IDTWOUCS_ 9sdDANOS 


T°? rz 9°7 at g°e ES T86T 
Gey. S*P 6°? T°? S*P vt O86T 
0°8 Eo 9°9 Gc 6°? L's 6L61 
g°9 6° ero (ie eG Get 8161 
L°9 ‘a OFG v°? 9° fer "  LLOT 
666 666 ¥2S 666 666 6$ 666 666 ¥$ 666 666$ 
Z@AO pue 04 om ol 03 000 6Pz$ 
000 000 S%$ 000 000 OT$ 000 000 S$ 000 000 TS 000 0Sz$ UeYR SseT 
sjoessyv 


eTquNTOD YsTjtag ‘ezTs Yessy Aq uotT}eA0dA0D jo (sjuewAed YseAreqUuT OF 4SeAaqAuUT 
pue uot zetoeidep ‘saexeq ez70J9q SWOOUT FO OTReY) OTAIeY eHeASAOD ASEeASAUT 


db STQeL 


oe ie a ae : 
Pi 


fr 


o00 G@s2 néds eel 
os - os... 068 GBS? 
eee eve eee? 


.ebansd 30 Liomied 


2 \ 


tae v° OE base 

Mere L SEE E 6 

G*7E 6° ce BAGt 

ae 2 9° 6 6°8 

ee A | Tae Se C°C? 

Sor Lv Sak: 
666 666 72S 666 666 6S 666 

Aeao pue O23 O23 
000 000 Sz$ 000 000 OTS 000 000 Ss_ 000 
qJossVv 


*epeued JO TrounoDd OTwWOoOUOody” 


666 ¥S 
03 
000 TS 


asoAanos 


9T ueyy 
6° 6 6° 6E ze jes lz9 
SF Gk 7° 972 SAT ReHON 
T86l 
9T ueyy 
ZT .Ge I heal i 73 ze yes ay 
GEL 6° €2 SAT We HEN 
6L61 
9T ueuy 
9° 62 6°8Zz 1a jeelI9 
CORE a re SAT IeEHON 
ECE 
uinjzey jo 33e¥ 
000 666$ 000 OSZSs 
OF ueyuy 
000 OSz¢S SSoT 
"epeued ‘swats 


jo ezts Aq ‘uanjzear Jo soqeaz yHTY pue saTzehou YyRIM SUATJZ JO vot3nqTaqzsTa 


S eTael 


oF 


jsees~— 


000 22 000 000 £2 OGO O¢s2 


oJ o3 


£.el 

g.¢S : $.Sf 
2.8 T.¢2 Oe 

#.€£ 0. es 

v.é 0.0: 

i.ss c.a& 
- D606 


pe 


oF 


@ee Cee Bee eee Gee C= eve eke Be OOO eeee OOO bese 


© LinonyvodD simonoog 


ezel 
g6ay 


musjsA 20 : 
set 
S. bE evissper 
@.8° so3s8%0 
. éf nens 
_- ever 
@.€¢ Svisspeu 
v.68 tesseto 
# al naands 
feet 
£.os evisspev 
€.€€& te3sa9ID 
# 3! neat 


So1V98? 


*epeued JO TIouNoD OTwoucdy sdAano0sg 


% 9T ueyy 
en Sug esc (eA ve 9°Z¢ z03eeI9 
SDSL ey v°6 v°ZI 9°ST LAS 2AT eHON 

T86T 

% 9T ueyy 
G.Ge EUG Sar Pole O'LE Z° CP za3e9819 
S°9 9° TI ‘ee Bact 9°6 6°61 SAT IeHON 
6L61 

% 9T ueyy 
6° 82 6° 91 Z° OT O502 9° 72 $-.96 qoezeo4sy 
sets oat 9° LT 9°72 Li Gt Ci He SAT eHeN 
LL61 


UINnjey Jo siew 


666 666 ¥V2S 666 666 6$ 666 666 VS 000 666S 000 O0SZS 
A2@AO pue O3 O23 O3 foo ueyuy 
000 000 Szs 000 000 OTS 000 000 S$ 000 000 Ts 000 OSZs SSeT 


39ssv 


“SOWTJTACEW “SWAT 
jo ezts Aq ‘uaAnjZear Jo saqeara YHTY pue seATRZeASU YATM SWATJ JO uoTtTANnqtaqAsta 


WS eTGeL 


_ 


m = 7 aa 
- > 7 Carre Ne 


heres ae. mis bis sviiacen igiw 


36224 


Be 600 000: 0f2 ODO 000 22 000 900 12 O00 Gese § aest 
o3 63 nsdt |. = | 


o2 
eae a3 bee Gee cee C2 Lee ORE Be OO. eee2 OOD OAs? 


= na - 


--— - - eerie RE ems Ai 


PG mused 30 Sisz# 
eft © ree = fa-s¢° ” ref 2.8€ svisspse 
— . \ #? di nsnz 
a. as 0.2 O.ef 2.2 e.ef svisspeH 
v.ff£ e.f€ a TS 0.%v€ $.o8 4538819 
. # 8i nsag 
= ; £aei 
ih > be B. of a.2r T.v¢ evissven 
€.2¢ s.r $.¢s BL TE @.S£ 16756415 
@ of sen 


Ls 
<n ei i a tL LALLA ALLL LL AO ALLA Le 


.eb6ns3 Yo Ironvod 2imonosod so7vvee 


AaAo pue 
000 000 SZs 


*epeued JO TToOuNOD OTWOUODy sd4nNo0g 


% 9T ueyy 
ESOC V>79¢ UEC Gaae 6" ae zeael9 
a ea GL ad OFT ecrue SATIeEHON 
T8861 

$ 9T ueUy 
O° .6¢ Le O=6C Gore 9° 9€ 192 7e3aI19 
hes Ue! Cre Se 9°8 L?r~e SATIeHON 
6L61 

%$ 9T UeUy 
CiaOC ie aN 6° 6T beg 8 f° 6C ze zeei9 
6° 8T O° ST 67V4 £91 fer’ eat ehHeNn 
LL6T 


uznzeYd jo a7ed 


666 666 #2S 666 666 6S 666 666 7S 000 666S 000 OSZS 
OF OF OF OF ueuy 
000 000 OTS 000 000 S$ 000 000 Ts 000 O0SZ2S$ SsseT 


qoSssyv 


"Seqend ‘swiatg 


jo ezts Aq ‘uanqzea Jo saqeara yfty pue eatjehou YIM SswATJF JO uot ANqTtayAsSTAd 


OS eTaeL 


_ —? oF 


a Gores 
a Se eee ae 4h oad } 
-- 7 et 8 pa / 


2S ke 
a —> : - ; 


ioe 


- 
—_ 


- ' | tez2A~ 


= ee 

) GOO 22 060 090 O12 00 ooo #% age 900 42 900 Oese sae! : 

wo bre 09 Ree? : 
ae Me tee eee ee eee bee a2 O00 eees 000 Nese 


a — 


: re 77 


900 
Ree 


a 


@ al neaz 


isel 


: oo ° £.88 evisayel 
B. TS £.SE e.ee 3s36919 
& @i nadz 


- * 
A TL oT SL TT 


-68bene> to LianvoDd Sisonos—R s9700e 


-epeued JO TTOUNOD OTWOUOCDy, sed1no0g 


% 9T ueyy 
G° 62 Glee Cocke L=9¢ Lor 9° OP ae zeela9 
8° 8 £ Or Cag C6 SET ESSe SATIeEHON 
T86I 

% 9T ueyUy 
eae A 8°SE G°SE eel os deen che EG ze jzesel19 
e--¥ 8° 8 Or Ot Gar te SATIeEHEN 
6L6T 

% 9T ueuq 
Calc G° EZ? "on Wb f Sea re 8° 62 ONES ze 3e819 
v° Ot Leer tLe 9° OT Lv6r 6°SE 2ATIWeHSN 
LL6T 


umInzey JO syzewd 


666 666 ¥2ZS 666 666 6S 666 666 7S 000 666S 000 O0SZ2S 
AeAo pue o3 oO fom o3 ueuy 


000 000 Ssz$ 000 000 OTS 000 000 SS 000 000 T$ 000 0SZ2s SSeT 
qZessVv 
"otazequO ‘swiatj 


Jo ezts Aq ‘uanqzea Jo saqzer yHTYyY pue satjzeHhseu yyTM SsWATJ JO uot AnqtayASTa 


OS eTGeL 


| ts2eA 

~ 900: 006; eS@ G00: 000 01? 000 000 ee 0G0 000 Le OOD oes anol 

- Yevo one  ###joF oF of o3 ashiz 
7 @eeeee ps2 eee ere ee cee eve ve O00 eeee 000 vate 


4 oo) 
7 


mausen 3 : 
2.€8 ‘cas 7 Tr. é¢ 8.2¢ 6.7S te369%D ' 
a ; £# 3! nedd : 
: egret 
8.8 £,0L . Of \ es If fe as eVissosu 
8.2 2.2€ e. es T.@€ T.€f 1e3seerD : 
# di nans 
: Leet 
01 £.e E.e aif es  evizepen 
a a SSE. vo ¥.Gt 3,08 WISSID 
: $ af naas 


-8beneS IO Lionued simeanoss sDS3v0e 


"epeued JO [TTOUNOD OTWOUODG sed1NO0S 


% 9T ueyy 
Z° 07 0° 8z (Pewee d ower Giie 9° PP qo3eaA) 
6° VI (eet 7°83 Ton cone E-C¢ SAT AeHON 
T86L 

% 9T ueyy 
v°9€ Grae 9° 0€ 8° 8z 9°9F 2 LY qe zeeay 
Hora. Cea Ze OT G--5 FN at Toe SAT Ie HEN 
6L6T 

$ 9T ueyy 
9° TE v° 82 8° v2 baezZ 8° 9€ Eck aajeaay 
Zest Greer SAO O56] GaGa oe SAT IeHEN 
LL6T 


uIn}ey JO a7ey 


666 666 ZS 666 666 6S 666 666 ¥S 000 666$ 000 O0SZS 
AJeAo pue o3 O23 O73 O34 ueyuy 
000 000 Scs 000 000 OtS 000 000 S$ 000 000 I$ 000 O0SZ$ SSeT 


yoessVv 


*satTatedid ‘switj 
jo ezts Aq ‘uan}zea Jo saqear yHty pue satjeHau YyAIM SWATJ JO uoTANQTAASTA 


dS eTqed 


“ooo pao ete fot ya0 22 G00 


eee ‘Se “eee eee ee “eee 


A —— ——— 
EE SN —— eee 


> 


c.f 
a, Gt 


oOo @ 


O00 ie 60 Dese 


“O9 


wee $e oof eee? 


hy 
a 

fv 
i he 


> 


.O8 


vr 


= 


000 Oeke 


avitvepex 
Tresee7D 
al warty 


Lbei 


$36 eyo 
3 nen? 


A2AO pure 
000 000 Szs 


666 666 2S 
OF 
000 000 OTS 


666 666 6S 
OF 
000 000 Ss 


“epeued Jo TtToOUuNOD OtTwWOUcD”Y 


666 666 VS 
OF 
000 000 TS 


qesswW 


000 666S 


OF 


000 O0SZ@s 


8soanos 


9T ueyy 
19}3eaeI59 
SATIeEHON 


T86I 


9T ueyy 

za eel) 
SATIeEHAN 
6L6T 
9T ueyy 

4a zeeIAy 
SATIeEHON 


PCat 


uznjzey Jo 33ey 


000 0Szs$ 
ueyy 


SSOT 


"eTqUNTOD YSTjT4zd ‘swat 
Jo ezts Aq ‘uanzea Jo sazea yHty pue satzehoeu yyTM swWATJ JO uotynqtaystad 


ads eTqeL 


gO 500 012 


sage 


eee eve ace eee ove ee eee eee oe 


e.s¢ 


——— ab —— 


a af 
fu & 
re 


500 eg ae 000 000 I? 


oJ 


—————a — 


©,€4 
0.iS 


> « 
fy 
i e- 


i ar 


O06 o€ke 
og 
ooc Reece 


-O.28 
» SS 


co 


past 
ners 
000 Oése 


129238 20: SIBR 


S 


» rv 
ao 
“wm 


oo 


svisgsgsH 
qesaese 
ai macs 


ever 


svisapent 
1635072) 
at méaz 


[sei 


eS 


evitsepes 
Je 36e10 
a: feast 


Government 


Publications 
E lec , bee ; 
ame Sochuensd  Gucaeda 
ule fake og ; C.P. 527 
awa, i 

RH IP VE ar Pegs ae 
CA : & 
Ey News Release Communiqué 

PR84/13 POR Beas kN 

JULY VO) 984 
SLOW SPREAD OF COMPUTER 
TECHNOLOGY PROBED 
OTTAWA -- Computer technology has meant higher incomes for many 


Soiairons, “bDilt -1t thas +spreéead surprisingly, “slowly. ie esone 


industries. 


Since technical change promotes economic growth and higher 
living standards, why haven't computer innovations flowed through 


the economy more quickly? 


A research study on the insurance industry, released today py 
the Economic Council of Canada, pinpoints several reasons ranging 


from high costs to lack of industry-wide standards in computer 


systems. 


Globerman did a case study of electronic data processing in the 
insurance industry to cast light on technical change in service 
industries. He concentrated on the life “and general Insurance 


firms with assets of more than $50 billion in 1979. 


S. Globerman, The Adoption of Computer Technology by Insurance 


Companies. Ottawa: Supply and Services Canada \Cat. No. 
EC22-119/1984E; $4.95 in Canada and $5.95 in other countries). 
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Computers got off to a fast start in the insurance business, but 
the technology spread sluggishly afterwards. In that sense, the 
insurance industry is fairly typical of service industries which 
have been slower to adopt technical changes than the manufacturing 


Sec Lor, 


But Canadian insurers have not lagged behind American insurance 
firms. . The author finds they had “remarkably similar" records 
Over The dast 30 years. U.S. firms were slightly faster in using 
computers originally but Canadian companies caught up and were 


using them more extensively in the mid-1970s. 


Canadian insurers began using computers almost 30 years ago. By 
move Uiley accounted for 16 per cent of Computer (use sine Canaga 
while employing only 4 per cent of Canadian workers. Et eWwaso a 


promising beginning. 


Yet 88 per bent of insurance companies were still not using 
Computers at all by 1969. And by 1982, 90 per cent of local 


agency offices were not automated. 
Why the slowdown after such a quick start? 


The high cost of buying and using large "mainframe" computers 


Mas one G€arly obstacle. Smaller firms: could not afford to acquire 


this expensive equipment. 


But company size was not the only factor. Globerman notes that 
some of the non-automated insurers in 1969 were bigger than the 
smallest automated companies. Technology had been “scaled down" 


over the years so that it could be used by smaller firms. 


These “scaling down" techniques included mini- and = micro- 


computers, service bureaus and computer networks. 
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The service bureau is simply a computer rental system allowing 
small firms to use the services of a central processing unit owned 


by Teo puters'service ccompanies tor large’ insurers. 


Computer networks linking regional offices and head office 
enable much of: the data’ processing to be done locally. * And small 
COMpLers permit local’ insurance .agents to, Tink digectim. iwith 


insurance companies. 


But Globerman says many small companies did not use the service 
bureau system. And most tocal insurance agents had not installed 


computer terminals by 1982s 


pomaeneweaucnor 9 lists: another set of Darragers co eel (ec vei 
spreading computer services in the insurance business. nese 
obstacles to “scaling down" include limited help in designing new 
compusers and ‘programs for the needs of Smaller “insurers. <a 
shortage of systems analysts and programmers, and lack of standard 


equipment. 


Globerman proposes” several remedies including standardized 
computer systems. Industry groups are already at work = on 
standardization and the author says governments should keep hands 


off unless the effort bogs down. 


The peplic education system ‘5 a bottleneck, falling’ to meet tne 
growing demand for data processing training and computer science 
preurams, née says. He recommends reform to make the educational 


System more flexible, but he does not hold out much hope that this 


can be done quickly. 
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He urges a “fairly free flow" of skilled labour and data and 
data processing services between the U.S. and Canada to fill 
current demand. The spread of technology would be hampered if 
this flow were restricted, he says. 
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not been endorsed by the Members of the Economic 
Council of Canada 


For more information, contact: 
Robert Douglas (613) 993-1894 
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STEADY GROWTH EXPECTED IN WEST 
EDMONTON -- Western Canadians can expect good economic growth in 


coming years, even though natural resource industries will expand 
more slowly than in the 1970s. 


The western economy as a whole will do better than the natural 
resource sector alone, says the Economic Council of Canada in a major 
| report released today. The economy will get a boost from the 
) rapidly developing service sector and -- to a lesser extent -- some 
manufacturing industries. 


The report, entitled Western Transition, says that economic 
performance could be even better with the help of new government 


policies in the natural resource and service sectors. Certainly, the 
West should do about as well as Canada as a whole once the current 
economic recovery is complete. However, the western economy wil] 
expand less rapidly than the exceptionally high growth rates of the 
E97Os. 


The study report is the result of more than two years’ research on 
the economic problems and prospects of western Canada. The Council 
relied heavily on work by western researchers as well as by Council 
Piatt ; 


One of the Council's major conclusions is that while natura] 
resources will continue to play a key role in the western economy, 
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the region may come to depend as much on the service and 
manufacturing industries for success. 


"lf this comes to pass, the West will be intrinsically more stable 
in the future, offering more reliable long-term growth than it ever 
fas “Tn the past: ™ | 


Here are some highlights from the report: 


eine Trorestry "industry, ‘a4 driving force in the British Columbia 
Economy, may be forced to cut back production substantially over the 
next 20 years because of supply and demand problems. The Council 
recommends a major change in forest management policies that would 
Overcome these difficulties. 


--The oil and gas industries will contribute less to western growth 
in the 1980s and 1990s than they have in the past decade. That will] 
hit Alberta harder than the other provinces, bringing its once high 
Economic growth rate roughly in line with the national average. 


--Grain production is likely to increase less rapidly in the next 


15 years than in the 1970s. The real price of grain -- the market 
price minus the inflation rate -- is expected to drop during the 
1980s. 


--The chances for expanding western livestock and meat sales in the 
Canadian market are limited but there are Opportunities in the United 
States and Japan. However, this calls for changes such as better 
market research and a possible reorganization of the industry. 


--The Council urges another look at paying the Crow Benefit payment 
for grain transportation to farmers rather than to the railways. The 
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railways now receive the money under recent legislation Changing the 
controversial Crow grain freight rate system. 


--The service sector has Created most new jobs in the West in the 
last 20 years and helps raise living standards. Governments should 
pay more attention to this sector if they want to guarantee continued 
western prosperity. 


--Manufacturing will continue to develop but there will be "no major 
breakthroughs." Because western manufacturing is small, even a big 
Surge forward will not make a major difference in the overall 
regional economy. 


The Council says a key question is whether western economic 
Prosperity will always be uncertain because it depends on natural 
resources. It says that uncertainty is not inevitable. And after 
looking at different regional development theories, the report 
concludes that many policies can improve economic performance 
whatever the long-term outlook. 


Some of the most far-reaching changes proposed by the Council are 
aimed at the troubled forestry. industry... The industry is a factor in 
all western provinces but it is central in British Columbia. 


The B.C. Ministry of Forests has forecast that, ultimately, timber 
Supply will decline to two-thirds of current levels as mature forests 
are cut down and replaced by new growth. The B.C. government has now 
decided to set production ceilings to avoid too sudden a cutback in 
production in the 21st century. 


This approach is based on physical and biological standards for 
Managing forests. But the Council says there is a high economic cost 
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to British Columbians in not cutting down older trees whose valuable 
growth period is over, and replanting now. 


So the Council report recommends measures to harvest some older 
forests more quickly than planned while replanting and cutting new 
trees faster. At the same time, there would have to be adequate 
environmental protection. 


The public and private sectors should invest in better forest 
management, the report says. The Council Proposes a B.C. savings 
fund along the lines of the Alberta and Saskatchewan Heritage Funds 
to provide money. 


There is less chance that new policies could reverse the expected 
Slowdown in the growth of the western oil and gas industries. The 
Council is leaving a detailed description of these industries to an 


important report on energy later this year. 


However, the Council says that the gas and oil] industries will 
Stimulate growth in the economy much less because prices in these 
industries will rise more slowly. Moreover, conventional and 
Synthetic sources in the year 2000 are likely to be no higher than 
1983 levels. The natural gas industry will probably boost production 
at a 2.8 per cent annual rate -- less than half the 1963-81 average. 


The present gas pricing system is too rigid and hampers Canada in 
competing for U.S. markets, the report says. The Council recommends 
a more flexible system to take advantage of the wide variety of local 
conditions in the United States. 


mieioelook for farming is little brighter... It’s stil) en 
important industry, accounting for $10 billion in sales, 5 per cent 
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of output and 12 per cent of jobs in the Prairie provinces afnc)9s2 . 
But the value of grain production will rise more slowly and farm 
incomes will likely become more erratic. 


As one step to stabler incomes for grain farmers, the Council 
Suggests Canada should push harder for an international wheat 
agreement. Such an accord might prevent sudden shifts in 
international prices. However, Canada might have to give up its own 
two-price system to gain the agreement. 


Other efforts such as bolstering the Grain Stabilization Program 
and increasing productivity could also help. 


The strategy in the beef industry should be to mount a big export 
drive in the U.S. and Japanese markets, the Council Says. “hive 
industry should see whether a reorganization is needed to take 
advantage of opportunities in these markets, which are different from 
Canada's. 


The best prospects for increased jobs lie in service industries 
such as finance, insurance and real estate, and community, business 
and personal services. Services created three-quarters of new jobs 
in the West in the 1961-81 period. Twenty per cent of new jobs were 
generated in wholesale and retail trade alone. 


Improved productivity and efficiency in the service sector raises 
living standards. Productivity can be increased through 
specialization such as setting up engineering consulting firms; 
through technological changes such as office automation; and through 
locating in large cities with easy access to customers and 


Suppliers. 
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The Council recommends that governments review current policies to 
see if they can find ways to improve efficiency in service industries 
and promote technical change. The report also urges provincial 
governments to consider not only the social value of small towns and 
rural life but also the economic benefits of encouraging growth in 
large cities. 


Manufacturing has played a smaller part in the West than it has in 
central Canada and still does. But for half a century, it has 
expanded more rapidly in the West, particularly in the Prairie 
provinces. It is surprisingly diversified and far from 
insignificant. 


The Council report projects faster growth in manufacturing in 
Alberta and Saskatchewan and also a slight improvement in Manitoba's 
performance. B.C. manufacturing is not expected to grow particularly 
Stcongly. 


Business and government should together seek new manufacturing 
Opportunities, the Council says. 


The report also examines potash, uranium and coal prospects and 
projects good but less spectacular growth than in the 1970s. 
Measures to improve Pacific fisheries are also recommended. 


For more information, contact: 
Robert Douglas or Carol MacIvor (613) 993-1894 
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WEST DOES WELL IN JOBS, LIVING STANDARDS 
EDMONTON -- The overall western performance in job opportunities and 


living standards stacks up well with the central Canadian record, 
says the Economic Council of Canada. 


Westerners have done particularly well in per capita incomes, 
leading the country in the 1978-81 period, says the Council in a 
major report released today. And, aside from British Columbia, 
jobless rates in the West have been generally lower than national 
levels. The West also does well ina variety of job opportunities 

j and income stability. 


However, there are variations between provinces, the Council notes 
in a new study, Western Transition. Average incomes were 
considerably higher in Alberta and British Columbia than in Manitoba 
and Saskatchewan, and incomes fluctuated more in Saskatchewan than 
elsewhere. 


The western study looks at economic prospects in the Prairie 
Provinces and British Columbia as well as in specific western 


industries such as agriculture and oil and natural gas. 


"The western economies have done considerably better with respect 
to our basic economic indicators than traditionally believed," the 


report says. 


overnmer 


Publicatior 


Over the 1978-81 period, western per capita incomes average $12,771 


a year compared with $12,288 for Ontario and $11,633 for the nation 
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as a whole. Within the West, income levels ranged between Manitoba's 
$10,387 and Alberta's i Oe ay oe ie 


In the last 20 years, western incomes have been rising at an annual 
average of 5.2 per cent, more than one percentage point higher than 
Ontario incomes. But incomes in the West tend to rise and fall ait c 
more than in Ontario. 


Unemployment rates in the Prairies have been consistently below the 
national average in the last 30 years. But jobless levels have been 
frequently higher in British Columbia. 


Western Canada also does surprisingly well in variety of jobs, the 
Council says. There is about as high a proportion of good jobs in 
the West as in central Canada. The report defines good jobs as 
occupations calling for a good education and high pay and status. 


The Council also attempted a balance sheet of the benefits and 
costs of Confederation to Westerners. But the report concludes that 
the question of whether the West gains or loses "turns out to be 
unanswerable." 


Arguments that central Canada gets jobs while the West pays the 
price through tariff barriers don't stand up to close examination, 
says the Council. Both regions pay the price while few jobs are 
gained from tariffs against imported goods. 


Looking at federal revenues and spending in western Canada, the 
report says that British Columbians and Albertans both paid more than 
they gained in 1981. Manitobans and Saskatchewanians received more 
than they paid. Twenty years before, all four western provinces got 
more federal money than they paid to Ottawa. 
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But it is hard to judge the meaning of these findings, the Council 
Says. If a province receives more than it pays, that implies that it 
is poorer than average. But it is better off than if it were not in 
Confederation. The Opposite can be claimed for better-off 
provinces. 


Yet a province's economic position in Confederation can change, the 
Council says. That makes a final judgment on economic benefits from 
Confederation a more open question. Such an exercise also does not 
take into account social and political aspects. 


The western slice of the Canadian population is no larger today 
than it was 60 years ago despite the popular impression that there 
has been a shift westward. But in that period, both Alberta and 
British Columbia have gained a larger share of the country's 
population while Manitoba and Saskatchewan have fallen back. 


Service industries provide about two-thirds of jobs in both western 
and central Canada, the report says. The West has less manufacturing 
than central Canada but the gap is steadily shrinking. 


For more information, contact: 
Robert Douglas or Carol MacIvor (613) 993-1894 
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MANITOBA WILL NARROW INCOME GAP 
EDMONTON -- Manitobans have the lowest average incomes of al] 
Westerners, but they are likely to start catching up in years to 
come. 
Still, real incomes -- current income minus inflation -- wil] 


probably climb less rapidly than in the past, says the Economic 
Council of Canada. 


The Council says in a report made public today that the province is 
) endowed with stable average incomes, low unemployment rates by 
national standards and a rich variety of occupations. 


But personal incomes have grown more slowly in Manitoba than in 
Other western provinces in the last 20 years. Even Saskatchewan has 
Surpassed Manitoba in income levels in recent years. 


However, the province may be better placed for stable growth in 


jobs and incomes than some of its neighbours. 


The service sector -- everything from restaurants to public 
health -- accounts for a relatively large share of the Manitoba 
economy. Service industries have good prospects for producing jobs 
and higher living standards. y/o atte! SS 
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Along with the most significant manufacturing sector in the 
Prairies, service industries help offset the less stable conditions 
in primary resources such as grain farming. 


The Council report, Western Transition, examines the economic 
Outlook for all four western provinces and western industries. 


Services are the largest and fastest growing sector in the Manitoba 
economy. About 100,000 new jobs were generated in the province in 
the 1970s and almost one-third of them were in the community, 
business and personal services group alone. The services sector 
overall created the vast majority of new jobs. 


There is room, the Council says, for improving efficiency and 
growth in the service industries. The report calls on governments to 
look for ways to reach this goal. 


Some services have a particularly good chance of helping the 
Manitoba economy grow and produce more jobs. 


Financial and insurance services, for example, do not depend on the 
uncertain future of natural resources to expand. These services 
develop as population grows. 


Other services, such as transport, expand with the size of natural 
resource shipments. The volume of natural resource shipments is 
likely to rise faster than natural resource values. 


Manufacturing, another growing sector in the provincial economy, 
contributed just over 10 per cent of new jobs in Manitoba in the 
1970s. In the last 50 years, manufacturing production as a 
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proportion of population has grown faster in Manitoba than in Ontario 
Or Quebec. 


The Council expects slightly faster manufacturing growth than in 
recent years. But manufacturing will not be helped by urban 
expansion unless there is a government attempt to promote larger 
cities. Population growth and urban development are slower in 
Manitoba than elsewhere in the West. 


Businesses and provincial and municipal governments should 
CO-operate in Manitoba and other Prairie provinces in searcning Tor 
new manufacturing opportunities. 


Farming is still important in Manitoba, though less than it is in 
Saskatchewan. But problems of unstable grain farm incomes are the 
same in both provinces. 


The Council projects a slowdown in expansion in production and 
Some softening of prices in western grain farming. It recommends a 
number of steps to deal with the problem of bouncing prices, 
including strengthening the Western Grain Stabilization Program. 


For more information, contact: 
Robert Douglas or Carol MacIvor (613) 993-1894 


ATA gt 7 a W ay i Tes 
. a, ie Ea , i" na oA) 
a) deel ae 


- 
“yfia 


Sermernneer ani ty 
vaerst a2omorg oy di sini a 
dy bidbanhain | 

sega Gaipe _ ie oie il 
en ishet we eae Oe 

binone: sheave ERO, doen tvorg. 

+o entinsieee at i vata tend, sedto, bas. secieih sea o-09 
’ sh oh eth ener won 
Wai , ae Aina aE |b ‘Mick Ww View 7 

AP ehdh: Mast) gee! feuens Medes | nail vat sainabene Tihta gt po kmaaay 

ott 948 esinoont myn nite ieee say toemetdorq: sua ewod ots daze | 
cae aelvnee Atod nf, Smee 


& 


i im, ; wa 3 at . 
nae P pattanborg nt no beneath at ‘quabud iit eFreLorg ttonuys ont.» 
Lb ahnommoset $1 .paterby Afeyp mroteow nf g9atiq To on tnettoz amor 
,zootnq ontanuod Jo maldowg of? Attw feed of eqgte to Sadan 
smenporn nohissti tang? tera nnsdeon ont patnsdtenerte — 
: | el 4 : ee 


, eg +? 
mo ={3 


32989009 Hottcmioinh stom) ei 
DUBL+ERe (e4a) royioen fons). no 26fpuod insdoa 


fi be Government 
om Economic Council Conseil économique Publication: 
| of Canada du Canada 
; P.O. Box 527 CP .527 
CN” Ottawa, Ontario Ottawa (Ontario) 

K1P 5V6 K1P 5V6 


Communiqué 


a 


“| News Release¢gazs 


EO / bn 
64 , oi om c 
P | ACTS 1aR4 DO NOT PUBLISH BEFORE 
, iF 9:30 A.M. (MOUNTAIN TIME) 
CRS, WEDNESDAY, SEPTEMBER 26, 1984 
7 , ra IS AE i I re ar as 


PR84/17 


SASKATCHEWAN ECONOMY WILL EXPAND 


EDMONTON -- The Saskatchewan economy will expand steadily in the 
next two decades, but slower than the rapid pace of the 1970s. 


The Economic Council says in a major new Western study that the 
Provincial economy faces two main adjustments -- increasing 
instability in the grain industry and slower expansion in all natural 
resource industries. 


) Despite slower growth, the Council says, in Western Transition 
released today, that the province's lower-than-average unemployment 
rates are unlikely to change much. That stands in contrast with 
Alberta where jobless levels are expected to rise to the national 
average. 


The slackening in the Saskatchewan economy will also not Stop a 
gradual climb in average incomes to national levels. 


On the other hand, instability in the grain industry will probably 
have an impact on population, the Council Says. People will leave at 
times when grain revenues rise slowly or fall. 


But there is room for government policy to boost incomes or 
Stimulate population growth, the report says. 
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The western study caps more than two years of research and looks at 


the economic future in all four western provinces and in a variety of 
industries. 


Incomes in Saskatchewan are considerably more unstable than in 
other western provinces. Saskatchewan depends more on natural 
resources and has less services and manufacturing than the other 
three provinces. Prices and incomes tend to fluctuate more in 
natural resource industries than in services and manufacturing. 


The provincial economy since the Second World War has moved into 
new resource industries such as oi] and natural gas, uranium and 
potash and a greater variety of grains. There has also been dramatic 
growth in the service sector. 


Agriculture remains a key industry in the Saskatchewan economy. 
About 18 per cent of the gross provincial product is tied to 
agriculture and related food-processing industries. Close to 
one-fifth of the labour force is employed in agriculture. 


Grain farmers stepped up production with the help of productivity 
improvements in the 1970s and prices rose, too. However, operating 
costs also escalated sharply. Still, the Council says the western 
grains trade entered the 1980s healthier than it was in the beginning 
of the 1970s. 


thes outlookssthough,, ds» not.as bright over the next few years. The 
Council expects output will continue expanding but at a slower rate 
while real prices -- the market price minus inflation -- will 
actually decline during the 1980s. But productivity improvements 
might offset the impact of softer prices. 
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One of the biggest problems for western grain farmers is the 
tendency for their income to bounce up and down from year to year. To 
deal with this issue, the Council recommends strengthening the 
Western Grain Stabilization Program and pushing harder for an 
international wheat agreement. Fluctuating world wheat prices now 


have a major impact on Prairie farm incomes because so much of 
western wheat is exported. 


Saskatchewan is in a good position to influence prices in its main 
potash market, the United States, because the province is the biggest 
Single supplier. But the Council does not recommend using this power 
to control prices because of the bad side-effects on Canada's 
international trade relations. 


However, the Council does expect production to rise at an average 
rate of 7.6 per cent a year over the next decade, somewhat less than 
mm the past. Real prices will be relatively flat until after 1990 
when they will likely rise again. 


The uranium industry in Saskatchewan will see modest growth in 
demand and supply in the 1980s after a five-fold increase in 
production in the 1970s. There is likely to be no increase in real 
prices in the 1980s because of an oversupply of uranium 
internationally. 


For more information, contact: 
Robert Douglas or Carol MacIvor (613) 993-1894 
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OIL AND GAS SLOWDOWN CLOUDS ALBERTA OUTLOOK 


EDMONTON -- Alberta's economy, which rocketed spectacularly high in 
the last decade or so, will settle at the national average in future 
years. 


The Economic Council of Canada says that the main reason for this 
Change is that the oi] and natural gas industries will lose some 
headway in the next 15 years. 


But a Council report, released today, says that there will still be 
good growth. Government policies in improving efficiency of service 
industries and in gas pricing and transportation could make the 
difference between growth rates a bit above national levels or 
Slightly below. 


This outline of the Alberta economy is part of a major study of the 
West called Western Transition. 


The booming 1970s were actually an exception in Alberta's economic 
history. The oil-rich province performed at about a national par 
over the last half century and is expected to return to that trend in 
the 1980s and early 1990s. 


The unemployment rate has been persistently below national levels 
until the recent recession. And job opportunities are just about as 
varied as in central Canada. 
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But, in coming years, the jobless rate will be close to the 
national average and incomes will climb at national rates or a bit 


below. The variety of occupations will not be much different than in 
tne rest of the country. 


The impact of the growth slowdown in the oil and gas industries 
might be worse if it were not for the burgeoning service sector. 
Almost half the new jobs created in Alberta in the 1971-81 period 
were in the trade and the community, business, and personal service 
industries. Services will remain a major factor in future expansion 
of the provincial economy and governments should look for ways to 
make them even more efficient and productive. 


Manufacturing will continue its rapid development in Alberta, 
helped by a growing population and market. But even with the aid of 
the Alberta Heritage Fund, it will not make much of a difference to 
the overall provincial economy because the industry is still small. 


Even though there may be expansion in manufacturing and services, 


the health of the oil] and gas industries still vitally affects the 
Alberta economy. 


The Council projects no increase in overall oil production in the 
next two decades, a considerable drop from average annual growth of 
3.7 per cent in the 1961-83 period. The average rate for natural gas 
is expected to be 2.8 per cent, less than half the figure for the 
past 20 years. 


While government measures are unlikely to improve the outlook 
significantly, the Council recommends a more flexible gas pricing 
policy to take advantage of different local markets in the United 
States. 
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The Alberta grain and livestock and meat industries also face 
problems. There will be some increase in grain output, but not as 
much as in the 1970s. This expansion will not be enough to sustain 
Overall economic growth at the earlier rapid pace. 


The Council proposes a number of measures to stabilize farm incomes 
such as an improved Western Grain Stabilization Program. 


Future expansion in the beef and pork industries depends largely on 
exploiting foreign markets, the Council reportesays:.9-2te proposes 
better market research in California and improved contacts with Japan 
as well as a thorough review of the way the livestock and meat 
industry is organized. If changes are needed to improve sales 
abroad, they should be implemented. 


Alberta coal production will continue expanding but there are 
weaknesses, particularly the industry's heavy reliance on 
metallurgical coal contracts with one foreign buyer, Japan. The 
Canadian industry has been trying to compensate by shifting more to 
thermal coal sales to thermal electric plantsadwBbUts they faidanagons 
price has slowed conversion of thermal plants to coal. 


For more information, contact: 
Robert Douglas or Carol MaclIvor (613) 993-1894 
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FORESTRY CHANGES KEY TO °B..C. FUTURE 


EDMONTON -- There is "legitimate fear" about the long-run future of 
the British Columbia economy, but steps can be taken to improve the 
outlook, says the Economic Council of Canada. 


The Council said in a report made public today that the key 
forestry industry is threatened with declining production and even 
timber shortages in some areas. There is uncertainty, too, about 

) foreign markets. In fact, demand for B.C. timber may even fall in 
the United States over the long term. 


However, British Columbia could increase production by setting new 
Standards for cutting and planting trees and investing in better 
forest management, says the report Western Transition. 


And more jobs and improved productivity in the service sector 
“could cushion growth problems in the forest industry." Expanding 
population and cities could aid manufacturing firms that are not tied 


LO. LOnestry: 


The Council document deals with economic prospects in all four 


Western provinces. 


The B.C. economy has had mixed success compared with the economies 


of other western provinces. 
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Incomes have been better than average for more than 50 years but 
lately the Prairie provinces have been catching up. On the other 


hand, unemployment rates have been higher than average for a long 
time. 


With the end of the recession, the B.C. forestry industry may hit 
the ceiling created by the provincial government's annual limits on 


logging. This would slow the industry at a time of rising prices and 
demand. 


A slower-growing resource sector could restrain incomes, push up 
the jobless rate, and stem the flow of immigration into British 
Columbia, the Council report says. "The problem could persist for 
decades." | 


The cornerstone of the provincial economy is forestry and the 
industries linked to it. 


The B.C. Ministry of Forests has forecast an ultimate decline in 
timber supply to two-thirds of current levels as mature forests are 
cropped and replaced by new trees. The provincial government has now 
chosen: to set production limits to. ensure output’ Ts) not cut back too 
suddenly in the 2lst century. 


But the Council says this approach does not take into account the 
cost to society of not cutting down mature trees whose valuable 
growth period is over and then replanting. Many older trees are now 
declining in quality. 


The Council recommends a change in standards which permits faster 
Cutting of mature timber and quicker reptanting and harvesting of new 
trees. There would also have to be adequate protection of the 


environment. 
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As well, there should be increased investment in better forest 
management practices. Forest management includes such measures as 
thinning trees, spraying, clearing underbrush and tree research. 
The B.C. government, the Council report says, should earmark money 


for this purpose from a savings fund designed along the lines of the 
Alberta and Saskatchewan Heritage Funds. 


Another measure that would help boost B.C. incomes would be to 
Oranuatiy Lift current B.C. restrictions on exporting logs, the 
Council says. 


There is a good chance that service industries could improve 
prospects for the B.C. economy. One service industry alone -- 
community, business and personal services -- produced more than 
One-third of new jobs in the province in the 1970s. Manufacturing 
also contributed more than 10 per cent of new jobs. 


Both services and manufacturing may benefit from a growing 
population and larger cities which promote efficiency. The Council 
has also recommended steps to improve efficiency in the service 
sector and to develop new opportunities for manufacturing in the West 
as a whole, but they also apply to British Columbia. 


Improvements in the Pacific fishery are urgently needed and would 
increase efficiency and federal revenues. But they will not 
unfortunately do much to stimulate economic growth in British 
Columbia. The Council supports proposals by a B.C. Royal Commission 
for restricting fish catches and suggests sharing federal revenues 
from these fishing improvements with British Columbians who are 
directly affected. 
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However, the Council Says that the greatest opportunity for 


boosting the B.C. economy lies in Changes within the forestry 
industry. 


For more information, contact: 
Robert Douglas or Carol MaclIvor (613) 993-1894 
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WOMEN IMPROVE ECONOMIC STATUS 


OTTAWA -- The growing number of female workers pouring into 
male-dominated occupations is transforming the economic status of 
women. 


A new study, released today by the Economic Council of Canada, has 
found that women steadily narrowed the earnings gap with men in the 
1970s. 


This gradual trend stems largely from the increasing number of 
women workers moving into the higher-paying, traditionally-male jobs. 
These are occupations where men accounted for more than 50 per cent 


of employees in the 1970s. 


Yet a great deal needs to be done to encourage more women to 
diversify their education and, ultimately, their job prospects, say 


study authors Jac-André Boulet and Laval Lavallée. 


That's because more than 50 per cent of women entering the work 
force in the 1971-81 period still picked traditionally-female 


occupations. Many of these jobs were low-paying. 


Jac-And@ré Boulet and Laval Lavallée, The Changing Economic Status of 


Women. Ottawa: Supply and Services Canada (Cat. No. EC22-122/1984E; 
$6.95 in Canada, and $8.35 elsewhere). 
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The authors say the future looks much improved for women. But 


there is room for government action to accelerate change in a number 
of areas such as daycare services and pensions. 


The Council has been carrying out work on the economic status of 
women for some time and will be sponsoring a colloquium on that 
subject in Montreal, November 26-28. Council work in this area has 
included a chapter in the Council's last Annual Review, a study on 


the equal pay question and another on marriage and women in the 
labour force. 


Boulet, a Council researcher, and Lavallée, an economist with the 
Canadian Industrial Renewal Board in Montreal, looked at the problems 
of single mothers, elderly and native women, as well as overall 
education and earnings issues. They based their work on Statistics 
Canada data in the 1971-81 period. 


They found that 1.8 million more women entered into the working 
world in the years 1971 to 1981. This significant increase was 


proportionately much greater than the rise in the male labour force. 


On an hourly basis, female earnings rose to 72 per cent of male 
wages in 1981 from 66 per cent a decade earlier. 


But these overall figures mask some interesting contrasts. 


For instance, a growing number of women with university education 
entered the labour force, pushing up average earnings. But this 
increase was partly offset by the large number of new entrants with 


secondary school training or less. 
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The bulk of those women who chose traditionally-male careers were 
less than 40 years old. They stayed in the labour force longer, 
worked longer hours during the year and had better wages, on average, 


than women in so-called female jobs. 


For these reasons, the authors expect there will be a growing trend 


among women to select occupations once dominated by men. 


Equal pay for work of equal, or equivalent, value is an important 
issue, Say Boulet and Lavallée. But their evidence indicates it is 


not aS much a factor in wage differences as is sometimes thought. 


The biggest reason for the still-large difference in average 
earnings is that there are far fewer women proportionately than men 


in high-income brackets. 


The authors say the most promising way for women to improve their 
economic status is to seek training in college and university courses 


that were once thought to be male preserves. 


This shift is already under way. There was a 54 per cent jump in 
women enrolled in universities in the 1970s, many of them in commerce 


and science programs. 


Boulet and Lavallée say governments can take steps to speed up the 
pace of change such as improving pension rights for elderly women, 
easing the daycare problem, and cracking down on men who evade 


maintenance Support payments. 


They also say there is a need for a better sharing of family 
responsibilities to provide women the time they need to improve their 


economic status at the same time as having children. 
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If current trends continue, the authors are confident there will be 
an “even more dramatic improvement" in the economic lot of women in 


coming years. 


Better education and greater job stability should make younger 
women more likely to be promoted and trained. That should lead to 


higher pay. 


The findings of this study are the personal 
responsibility of the authors and, as such, 
have not been endorsed by the Members of 

the Economic Council of Canada. 


) For more information, contact: 
Robert Douglas (613) 993-1894 
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Economic Council Conseil économique 


of Canada du Canada 
E.O. Box S27 GIP, 527 

4 Ottawa, Ontario Ottawa (Ontario) 
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HYDRO PRICED LESS THAN ECONOMIC WORTH 

OTTAWR == Hydro-electricity consumers in the four biggest hydro 


generating provinces benefit from a good economic deal. 


Economists Richard Zuker and Glenn Jenkins estimate these 
consumers in Quebec, Ontario, Manitoba and British Columbia pay 
much less than the overall economic value of the system - less 
than half in Manitoba and British Columbia in 1979. 


The Zuker-Jenkins study, released today by the Economic Council 
of -Warnadas "Conéludes” that” ’ther bene it of “hydro production to 


residents of these four provinces amounted to SAP bi Ty voneimn 1S yee 


The researchers reached this figure of $4 billion by comparing 
the economic cost of hydro sold under the current system with 
energy from a hypothetical least cost all-thermal system, using 


mainly coal or nuclear power. 


Zuker, currently associate director of’ ‘the’ Coutnciles “energy 
group, and Jenkins, a Harvard University professor, note that this 
benefit is not included in calculating equalization payments to 
poorer provinces. But some economists say such financial gains to 


users should be included. 


Me stances in ine two Ms 
Richard C. Zuker and Glenn P. Jenkins, Blue Gold: Hydro-Electric 


Rent in Canada. Ottawa: Supply and Services Canada (Cat. ton 
C22-120/1984E; $5.95 in Canada and $7.15 elsewhere). 
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If pricing policies of electric utilities were to remain as they 
are, the benefits of low-cost hydro must be determined for 
electricity consumers in all provinces across the country. That 
is) becausep ‘the . four) majorne hydroimprovincesctse ll’ electricityrane 
other provinces so that their consumers also gain from low-cost 
hydro power. 


The authors determined that the average gain to Canadian 
consumers was $165 per person. Results by province ranged from a 
high of $320 per person in Manitoba to a lowsofeaS2liin Alberta. 


Zuker and Jenkins undertook this analysis to measure the size 
and distribution of hydro benefits because these are not as 
easily determined as for oil and gas resources. Hydro benefits 
are mainly passed on to the consumer in. lower “prices white 
provincial governments gain revenue directly from oOcbeands gas 


production. 


The researchers concentrated on Quebec, Ontario, Manitoba and 
British Columbia because those provinces generated 93 per cent of 
Canada's hydro-electricity produced by” uta tess eel They 
included Churchill Falls power in Quebec's figures, because most 


OfecrurrTs sold to Quebec. 


The authors decided to work out the economic worth of hydro by 
comparing the cost of the current systems including hydro with the 
cost of the least expensive alternative systems without hydro. 
This lowest-cost alternative was an all-thermal (mainly coal or 


nuclear) system. 


Nuclear and coal plants would mostly replace hydro stations in 
Ontario and Quebec, the researchers say, while generally coal 
Snuld be the cheapest replacement in British Columbia and 
Manitoba. Gas turbines would also be used in certain circum- 


stances in the two Western provinces. 
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Zuker and Jenkins included in their estimates such factors as 
operating and maintenance expenses for hydro generation, trans- 
Miss onew nna distribution, cost of purchased electricity. ancetne 
cost of capital. They looked at similar aspects of the all-thermal 
system. 


The costs of an all-thermal system would have been considerably 
higher than hydro in 1979, the authors conclude. They say the gap 
between the two was highest in Quebec - about $1.8 billion. Other 
results were $522 million for Manitoba, $/753 million for Ontario 
Soaescloumiultion for British Columbia. 


When these amounts are broken down into unit costs, the benefits 


of low hydro prices to individual consumers emerge clearly. 


Syoupescmin Blue Gold indicate that if; thesesnydno benefits are 
transformed into unit costs and added to 1979 revenues from hydro, 
hoes power bills of consumers “in British Columbia and Manitoba 
would have more than doubled. Hydro prices would have almost 


doubled in Quebec. 


Rates in Ontario would have risen only 27 per cent because hydro 
accounts for a much lower proportion of total power in Ontanto 


than in the other three provinces. 


Thee tindings® of this study sare the personal responsibi- 
uve oT; che authors and, as such, have not been endorsed 


by the Members of the Economic Council of Canada. 


For more information contact: 
Robert Douglas (613) 993-2805 
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